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Senator  Sparkman,  for  himself  and  others,  intro¬ 
duced  S.  2160  which  was  referred  to  the  Banking 
and  Currency  Committee.  Print  of  bill. 

Senator  Humphrey  introduced  S.  2185  which  was 
referred  to  the  Senate  Banking  and  Currency 
Committee.  Print  of  bill. 

Senator  Fulbright  introduced  S.  2286  which  was 
referred  to  the  Senate  Banking  and  Currency 
Committee.  Print  of  bill. 

Senator  Johnson  introduced  S.  3191  which  was  re¬ 
ferred  to  the  Senate  Banking  and  Currency  Committee. 
Print  of  bill. 

Senator  Thye,  for  himself  and  others,  introduced 
S.  3643  which  was  referred  to  the  Senate  Banking 
and  Currency  Committee.  Print  of  bill. 

Senator  Johnson,  for  himself  and  others,  introduced 
and  discussed  S.  3651,  which  was  referred  to  the 
Senate  Banking  and  Currency  Committee.  Print  of 
bill. 

Senate  subcommittee  ordered  S.  3651  reported  with 
amendment . 

Senate  committee  ordered  S.  3651  reported  with 
amendments. 

Senate  committee  reported  S.  3651  with  amendment. 

S.  Report  No.  1652.  Print  of  bill  and  report. 

Senator  Capehart  submitted  amendments  to  S.  3651. 
Prints  of  amendments. 

Senate  passed  S.  3651  with  amendments.  Print  of 
bill  as  passed. 

S.  3651  was  referred  to  the  House  Banking  and 
Currency  Committee.  Print  of  bill  as  referred. 

House  committee  ordered  S.  3651  reported  with 
amendment . 

House  committee  reported  S.  3751  with  amendment. 

H.  Rept.  2060.  Print  of  bill  and  report. 
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July 

2, 

1958 

Rules  Committee  reported  resolution  for  con¬ 
sideration  of  S.  3651.  H.  Res.  618,  H.  Rept.  2115. 

July 

23, 

1958 

House  passed  S.  3651  with  amendments. 

July 

29, 

1958 

Senate  appointed  conferees  on  S.  3651. 

July 

30, 

1958 

House  appointed  conferees  on  S.  3651. 

Aug. 

5, 

1958 

Conferees  agreed  to  file  conference  report. 

Aug. 

6, 

1958 

House  received  conference  report  on  S.  3651. 

H.  Rept.  2492.  Print  of  report. 

Aug. 

7, 

1958 

House  agreed  to  conference  report  on  S.  3651. 

Aug. 

7, 

1958 

Senate  agreed  to  conference  report  on  S.  3651. 

Print  of  bill  as  agreed  to  in  conference. 
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1958 

Approved:  Public  Law  85-699. 

HEARINGS:  Held  before  a  subcommittee  of  the 

Senate  Banking  and  Currency  Committee 
on  S.  2160,  S.  2185,  S.  2286,  S.  3191, 
S.  3643,  and  S.  3651;  April  and  May 
1958. 
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DIGEST  OF  PUBLIC  LAW  85-699 


SMALL  BUSINESS  INVESTMENT  ACT  OF  1958.  Provides  for  the 
establishment  of  a  Small  Business  Investment  Division  in  the 
Small  Business  Administration  and  small  business  investment 
companies  to  provide  equity-type  capital  and  long-term  credit 
for  small-business  concerns.  Authorizes  not  to  exceed 
$250,000,000  of  the  funds  of  the  Small  Business  Administration 
revolving  fund  for  use  in  carrying  out  the  provisions  of  this 
Act.  Increases  the  total  authorization  for  the  revolving  fund 
from  $650,000,000  to  $900,000,000.  Authorizes  the  Small 
Business  Administration  to  make  grants  to  State  governments  and 
various  institutions,  including  land-grant  colleges  and  colleges 
of  agriculture  for  studies,  research,  and  counseling  concerning 
the  managing,  financing,  and  operation  of  small-business  enter¬ 


prises. 
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Mat  27, 1957 

■ 


business  and  thus  to  promote,  foster,  do  develop  the  c-. 
ik  stie  and  foreign  conn  eroe  of  '  le  1  nited  Bt^  tc  *nd  for 

other  purposes. 

Bt  it  mooted  by  the  Senate  and  House  of  Repres 


85th  CONGRESS 
1st  Session 


S.  2160 


IN  THE  SENATE  0E  THE  UNITED  STATES 

May  27;,  1957 

Mr.  Sparkman  (for  himself,  Mr.  Fulbright,  Mr.  Clark,  Mr.  Hill,  Mr. 
O'Mahoney,  Mr.  Kefauver,  and  Mr.  Humphrey)  introduced  the  following 
bill;  which  was  read  twice  and  referred  to  the  Committee  on  Banking  and 
Currency 


A  BILL 

To  make  capital  more  readily  available  for  financing  small 
business  and  thus  to  promote,  foster,  and  develop  the  do¬ 
mestic  and  foreign  commerce  of  the  United  States,  and  for 
other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  TITLE 

* 

4  Section  1.  This  Act  may  be  cited  as  the  “National 

5  Investment  Company  Act  of  1957.” 

6  DECLARATION  OF  POLICY 

7  Sec.  2.  It  is  the  policy  of  the  Congress — 

8  (a)  to  foster  the  development  and  growth  of  inde- 

9  pendent  small-business  enterprises  with  the  objective  of 
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enabling  them  to  make  their  maximum  contribution  to 
© 

productive  investment  and  employment  and  to  the  eco¬ 
nomic  stability  and  growth  of  the  Nation; 

(b)  to  make  capital  for  such  enterprises  more 
readily  available  in  adequate  amounts  and  on  reasonable 
terms ; 

(c)  to  facilitate  maximum  participation  of  private 
financial  institutions  and  investors  in  financing  these 
enterprises;  and 

(d)  to  supplement  the  existing  facilities  of  banks 
and  other  private  financial  institutions  by  providing  for 
the  establishment  of  privately  owned  national  investment 
companies. 

TITLE  I— NATIONAL  INVESTMENT  COMPANIES 

ORGANIZATION  OF  NATIONAL  INVESTMENT  COMPANIES 
Sec.  101.  (a)  National  investment  companies  may  be 
formed  for  the  purpose  of  operating  under  this  Act  by  any 
number  of  persons  not  less  than  five,  who  shall  subscribe 
to  the  articles  of  incorporation  of  any  such  company;  except 
that  in  the  case  of  any  company  in  whose  stock  one  or  more 
Federal  Reserve  banks  invest,  the  Federal  Reserve  bank  or 
banks  may  alone  subscribe  to  the  articles  of  incorporation. 
The  total  number  of  national  investment  companies  formed 
by  Federal  Reserve  banks  pursuant  thereto  shall  not  exceed 
one  in  each  of  the  several  States,  the  District  of  Columbia, 
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the  several  Territories  and  the  several  possessions  of  the 
United  States,  and  the  Commonwealth  of  Puerto  Rico. 

(b)  The  articles  of  incorporation  of  any  national  invest¬ 
ment  company  shall  specify  in  general  terms  the  objects  for 
which  the  company  is  formed,  the  name  assumed  by  such 
company,  the  area  or  areas  where  its  operations  are  to  be 
carried  on,  the  place  where  its  principal  office  is  to  be  lo¬ 
cated,  and  the  amount  and  classes  of  its  shares  of  capital 
stock;  and  the  articles  may  contain  any  other  provisions  not 
inconsistent  with  this  Act  that  the  company  may  see  fit  to 
adopt  for  the  regulation  of  its  business  and  the  conduct  of  its 
affairs,  including  provision  for  cumulative  voting  in  election 
of  directors.  Such  articles  and  any  amendments  thereto 
adopted  from  time  to  time  shall  be  subject  to  the  approval 
of  the  Board  of  Governors  of  the  Federal  Reserve  System 
(hereinafter  called  the  “Board”). 

(c)  The  articles  of  incorporation  and  amendments 
thereto  shall  be  forwarded  to  the  Board  for  consideration  and 
approval  or  disapproval.  In  determining  whether  to  ap¬ 
prove  the  establishment  of  such  a  company  and  its  proposed 
articles  of  incorporation,  the  Board  shall  give  due  regard, 
among  other  things,  to  the  need  for  the  financing  of  inde¬ 
pendent  small-business  enterprises  in  the  area  in  which  the 
proposed  company  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  company,  the 
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number  of  such  companies  previously  organized  in  the 
United  States,  and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the  Board  may  in  its 
discretion  approve  the  articles  of  incorporation  and  issue  a 
permit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the  company  shall 
become  and  be  a  body  corporate,  and  as  such,  and  in  the 
name  designated  in  its  articles,  shall  have  power — 

( 1 )  to  adopt  and  use  a  corporate  seal ; 

(2)  to  have  succession  for  a  period  of  thirty  years, 
unless  extended  as  provided  in  section  110  (g) ,  or  unless 
sooner  dissolved  by  the  act  of  the  shareholders  owning 
two-thirds  of  the  stock  or  by  an  Act  of  Congress,  or 
unless  its  franchise  becomes  forfeited  by  some  violation 
of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in 
any  court  of  law  or  equity ; 

(5)  by  its  board  of  directors,  to  appoint  such  of¬ 
ficers  and  employees  as  may  be  deemed  proper,  define 
their  authority  and  duties,  fix  their  compensation,  re¬ 
quire  bonds  of  such  of  them  as  it  deems  advisable  and 
fix  the  penalty  thereof,  dismiss  such  officers  or  em¬ 
ployees,  or  any  thereof,  at  pleasure  and  appoint  others 
to  fill  their  places ; 
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(6)  to  adopt  bylaws  regulating  the  manner  in  which 
its  stock  shall  be  transferred,  its  officers  and  employees 
appointed,  its  property  transferred,  and  the  privileges 
granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject 
to  the  approval  of  the  Board ; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any 
property  (real,  personal,  or  mixed)  whenever  necessary 
or  appropriate  to  the  carrying  out  of  its  lawful  func¬ 
tions  ; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United 
States  when  so  designated  by  the  Secretary  of  the 
Treasury ; 

(10)  to  operate  in  such  area  or  areas  as  may  be 
specified  in  its  articles  of  incorporation  and  approved  by 
the  Board ;  and 

(11)  to  exercise  the  other  powers  set  forth  in  this 
Act  and  such  incidental  powers  as  may  be  reasonably 
necessary  to  carry  on  the  business  for  which  the  com¬ 
pany  is  established. 

(e)  The  board  of  directors  of  each  national  investment 
company  shall  consist  of  nine  members  all  of  whom  shall  be 
elected  annually  by  the  holders  of  the  shares  of  stock  of  the 


company. 
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1  CONVERSION  OF  STATE  DEVELOPMENT  CORPORATIONS 

2  Sec.  102.  (a)  Any  State  development  corporation  in- 

3  corporated  by  special  law  of  any  State  or  organized  under 

4  the  general  laws  of  any  State  may,  by  the  vote  of  the  share- 

5  holders  owning  not  less  than  51  percent  of  the  capital  stock 

6  of  such  corporation,  with  the  approval  of  the  Board,  be  con- 

7  verted  into  a  national  investment  company  under  this  Act. 

8  Bor  a  period  of  six  months  following  enactment  of  this  Act, 

9  or  for  such  longer  period  as  the  Board  may  determine,  no 

10  Federal  Reserve  bank  or  banks  shall  form  a  national  invest- 

11  ment  company,  except  by  such  conversion,  in  any  State, 

12  Territory,  possession,  the  Commonwealth  of  Puerto  Rico, 

13  or  the  District  of  Columbia  in  which  a  State  development 

14  corporation  is  in  being  as  of  the  date  of  enactment  of  this  Act, 

15  unless  such  development  corporation  shall  have  stated  in 

16  writing  to  the  Board  that  such  corporation  does  not  intend 

17  to  convert  into  a  national  investment  company  as  herein 

18  provided. 

19  (b)  In  such  case  the  articles  of  association  and  organi- 

20  zation  certificate  may  be  executed  by  a  majority  of  the 

21  directors  of  the  corporation,  and  the  certificate  shall  declare 

22  that  the  owners  of  51  per  centum  of  the  capital  stock  have 

23  authorized  the  directors  to  make  such  certificate  and  to 

24  change  or  convert  the  corporation  into  a  national  investment 

25  company.  A  majority  of  the  directors,  after  executing  the 
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1  articles  of  association  and  the  organization  certificate,  shall 

2  have  power  to  execute  all  other  papers  and  to  do  whatever 

3  may  be  required  to  make  its  organization  perfect  and  com- 

4  plete  as  a  national  investment  company.  The  shares  of  any 

5  such  corporation  may  continue  to  be  for  the  same  amount 

6  each  as  they  were  before  the  conversion,  and  the  directors 

7  regardless  of  number,  may  continue  to  be  directors  of  the 

8  corporation  until  the  election  of  the  board  of  directors  is  held 

9  in  accordance  with  section  101  (e) . 

10  (c)  When  the  Board  has  given  to  such  corporation  a 

11  certificate  that  the  provisions  of  this  Act  have  been  complied 

12  with,  such  corporation,  and  all  its  stockholders,  owners,  and 

13  employees,  shall  have  the  same  powers  and  privileges  and 

14  shall  be  subject  to  the  same  duties,  liabilities,  and  regula- 
1^  tions,  in  all  respects,  as  shall  have  been  prescribed  by  this 
16  Act  for  corporations  originally  organized  as  national  invest- 
1^  merit  companies. 

1®  CAPITAL-STOCK  PKOVISIONS 

16  Sec.  103.  (a)  Each  company  organized  under  this  Act 

20  shall  have  a  paid-in  capital  and  surplus  equal  to  at  least 

21  $5,000,000  before  it  shall  commence  business.  In  order  to 

22  facilitate  the  formation  of  national  investment  companies, 

23  each  Federal  Reserve  bank  is  hereby  authorized,  notwith- 

24  standing  any  other  provisions  of  law,  to  invest  in  the  shares 

25  of  stock  of  one  or  more  such  companies  formed  by  any  Fed- 
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1  eral  Reserve  bank  under  section  101  hereof,  but  with  a  view 

2  to  the  ultimate  disposal  of  such  stock  to  banks  and  other  pri- 

3  vate  investors  as  herein  provided.  Each  Federal  Reserve 

4  bank  which  forms  a  national  investment  company  shall  invest 

5  in  shares  of  stock  of  such  company  in  an  amount  equal  to 

6  at  least  $5,000,000,  or  an  amount  which,  when  added  to 

7  the  amounts,  if  any,  of  shares  subscribed  by  other  Federal 

8  Reserve  banks,  member  banks,  nonmember  banks,  financial 

9  institutions,  corporations,  partnerships,  or  other  persons,  shall 

10  equal  the  sum  of  $5,000,000.  In  no  event  shall  any  Federal 

11  Reserve  bank  invest  in  shares  of  national  investment  com- 

12  panies  if  as  a  result  thereof  it  will  hold  an  amount  of  such 

13  shares  aggregating  more  than  4  percent  of  the  aggregate 

14  amount  of  the  combined  capital  and  surplus  of  all  its  member 

15  banks. 

lb  (b)  The  shares  of  stock  in  any  national  investment 
II  company  shall  be  eligible  for  purchase  by  member  banks  of 

18  the  Federal  Reserve  System,  nonmember  banks,  financial 

19  institutions,  corporations,  partnerships,  or  other  persons. 

20  Each  member  bank  is  hereby  authorized,  notwithstanding 

21  any  other  provision  of  Federal  law,  to  acquire  and  hold  an 

22  amount  of  such  shares  equal  to  not  more  than  4  percent  of 
22  the  capital  and  surplus  of  member  bank.  Upon  the  demand 

24  of  any  such  eligible  purchaser,  a  Federal  Reserve  bank 

25  which  holds  shares  of  stock  in  a  national  investment  company 


9 


1  shall,  with  the  approval  of  the  Board,  including  approval  as 

2  to  price,  sell  to  such  eligible  purchaser  all  or  a  portion  of 

3  such  shares. 

4  (c)  The  aggregate  amount  of  shares  in  any  such  com- 

5  pany  or  companies  which  may  be  owned  or  controlled  by 
q  any  stockholder,  or  by  any  group  or  class  of  stockholders, 

7  may  be  limited  by  the  Board ;  and  no  one  stockholder,  other 

8  than  a  Federal  Reserve  bank,  shall  at  any  time,  without 

9  the  approval  of  the  Board,  own  or  control  more  than  10 

10  percent  of  the  total  outstanding  shares  of  any  such  company. 

11  BOBROWING  POWER 

12  Sec.  104.  Each  national  investment  company  shall  have 

13  authority  to  borrow  money  and  to  issue  its  debentures,  bonds, 

14  promissory  notes,  or  other  obligations  under  such  general 

15  conditions  and  subject  to  such  limitations  and  regulations  as 

16  the  Board  may  prescribe. 

11  ELIGIBLE  ENTERPRISES 

IS  Sec.  105.  The  Board,  after  consultation  with  the  Secre- 

19  tary  of  Commerce,  shall  promulgate  standards  to  determine 

20  the  eligibility  of  business  enterprises  for  the  purposes  of  this 

21  Act.  In  promulgating  such  standards,  which  may  differ 

22  according  to  the  types  of  financing  or  other  relevant  factors, 

23  the  Board  shall  give  consideration  to — 

21  (a)  the  policies  set  forth  in  section  2 ;  and 
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(b)  the  extent  to  which  such  enterprises  have  rea¬ 
sonable  access  to  facilities  for  credit  and  equity  financing. 

LOANS  AND  INVESTMENTS 

Sec.  106.  (a)  Each  national  investment  company  shall 
have  authority  to  make  or  acquire  loans  with  or  without 
security  to  business  enterprises  which  are  eligible  under  this 
Act,  or  to  purchase  obligations  of  such  enterprises.  Such 
loans,  purchases,  or  other  acquisitions  may  be  made  either 
directly  or  in  cooperation  with  banks  or  other  lending  institu¬ 
tions,  through  agreements  to  participate  or  by  the  purchase 
of  participations,  commitments  to  purchase,  or  otherwise,  as 
the  company  may  determine. 

(b)  Each  national  investment  company  shall  have  au¬ 
thority  to  acquire,  and  to  resell  to  the  issuer  or  to  others, 
the  income  debentures  or  bonds,  common  or  preferred  stocks, 
or  other  capital  shares  of  business  enterprises  eligible  under 
this  Act. 

AGGREGATE  LIMITATIONS 

Sec.  107.  Without  the  approval  of  the  Board,  the  aggre¬ 
gate  amount  of  obligations  and  securities  acquired  and 
for  which  commitments  may  be  issued  by  any  national  in¬ 
vestment  company  under  the  provisions  of  this  Act  which 
exceed  the  sum  of  $1,000,000  for  any  single  enterprise  shall 
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not  exceed  33^  percent  of  the  combined  capital  and  surplus 
and  maximum  indebtedness  of  such  national  investment  com¬ 
pany  authorized  by  this  Act. 

EXEMPTIONS 

Sec.  108.  (a)  The  loans  of  any  national  banking  asso¬ 
ciation  which  are  required  by  any  national  investment  com¬ 
pany,  in  the  making  of  which  such  company  participates, 
or  for  any  part  of  which  a  commitment  to  purchase  is  issued 
hereunder  shall  not  be  subject  to  the  limitations  on  real- 
estate  loans  prescribed  in  section  24  of  the  Federal  Reserve 
Act,  as  amended  ( 12  U.  S.  C.  371 ) . 

(b)  Section  3  of  the  Securities  Act  of  1933,  as  amended 
(15  U.  S.  C.  77  C) ,  is  hereby  amended  by  inserting  at  the 
end  thereof  the  following  new  subsection  (c)  : 

“(c)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  national  investment  company  under  the  National 
Investment  Company  Act  of  1957,  if  it  finds,  having  regard 
to  the  purposes  of  that  Act,  that  the  enforcement  of  this 
Act  with  respect  to  such  securities  is  not  necessary  in  the 
public  interest  and  for  the  protection  of  investors.” 
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(c)  Section  304  of  the  Trust  Indenture  Act  of  1939 
(15  U.  S.  C.  77  ddd)  is  hereby  amended  by  adding  the 
following  subsection  (e)  : 

“(e)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  national  investment  company  under  the  National 
Investment  Company  Act  of  1957,  if  it  finds,  having  regard 
to  the  purposes  of  that  Act,  that  the  enforcement  of  this 
Act  with  respect  to  such  securities  is  not  necessary  in  the 
public  interest  and  for  the  protection  of  investors.” 

TAX  PROVISIONS 

Sec.  109.  (a)  Section  851  (a)  (1)  of  the  Internal 
Revenue  Code  of  1954  is  amended  by  inserting  before  the 
word  “registered”  the  following:  “chartered  under  the  Na¬ 
tional  Investment  Company  Act  of  1957  as  a  national  invest¬ 
ment  company  or  is”. 

(b)  Section  851  (b)  (2)  of  the  Internal  Revenue 

Code  of  1954  is  amended  by  inserting  immediately  after 
the  words  “90  percent”  the  following:  “(75  percent  in  the 
case  of  a  national  investment  company  chartered  under  the 
National  Investment  Company  Act  of  1957)”. 

(c)  Section  851  of  the  Internal  Revenue  Code  of  1954 
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is  amended  by  adding  at  the  end  thereof  a  new  subsection  as 
follows : 

“(f)  Exemption  of  National  Investment  Com¬ 
panies  From  Limitations  of  Subsection  (b)  (4). — 
If  the  Board  of  Governors  of  the  Federal  Reserve  System 
determines  that  it  is  necessary  and  appropriate  to  accom¬ 
plishment  of  the  purposes  of  the  National  Investment  Com¬ 
pany  Act  of  1957  that  any  national  investment  company 
chartered  under  such  Act  be  exempt  from  the  requirements 
of  this  subsection  (b)  (4),  it  shall  certify  such  determina¬ 
tion  to  the  Secretary  or  his  delegate  and,  in  such  event, 
the  limitations  prescribed  in  subsection  (b)  (4)  shall  not 

apply  to  such  national  investment  company.” 

(d)  (1)  Section  852  (a)  of  the  Internal  Revenue  Code 
of  1954  is  amended  by  adding  at  the  end  thereof  the  follow¬ 
ing:  “The  investment  company  taxable  income  of  a  regu¬ 
lated  investment  company  which  is  a  national  investment 
company  chartered  under  the  National  Investment  Company 
Act  of  1957  shall,  for  purposes  of  paragraph  (1),  be  in¬ 
creased  by  the  amounts  described  in  subsection  (d)  (3) 

(D)  and  decreased  by  the  amounts  desciibed  in  subsection 
(d)  (5)  (B)  ” 

(2)  Section  852  of  the  Internal  Revenue  Code  of  1954 
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is  amended  by  adding-  at  the  end  thereof  a  new  subsection 
as  follows: 

“(d)  National  Investment  Company  Reserve. — 
“  ( 1 )  Reserve  generally. — A  regulated  invest¬ 
ment  company  which  is  a  national  investment  company 
chartered  under  the  National  Investment  Company  Act 
of  1957  may,  under  regulations  prescribed  by  the  Secre¬ 
tary  or  his  delegate  establish  and  maintain  a  reserve  sub¬ 
ject  to  the  limitations  provided  in  this  subsection. 

“(2)  Limitation  on  reserve. — The  amount  of 

the  reserve  shall  not  at  anv  time  exceed  the  lesser  of — 

%/ 

“  (A)  50  percent  of  the  invested  capital  of  the 
company  as  defined  in  paragra  ph  (7),  or 

“(B)  the  accumulated  earnings  and  profits  de¬ 
termined  as  of  the  close  of  the  taxable  year. 

“  (3)  Charges  to  reserve. — The  reserve  shall  be 
charged  as  of  the  end  of  the  taxable  year  (whether  or 
not  such  charge  produces  a  minus  amount  in  the  reserve) 
with  the  following: 

“(A)  the  net  capital  loss  for  the  taxable  year 
(as  defined  in  section  1222  (10)  )  ; 

“(B)  the  net  operating  loss  for  the  taxable 
year  (as  defined  in  section  172  (c)  )  ; 

“(0)  the  Federal  income  taxes  attributable 
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to  the  amount  added  to  the  reserve  under  paragraph 
(5)  ;  and 

“(D)  such  amount  as  may  be  necessary  by 
reason  of  the  limitation  provided  in  paragraph  (2) . 
“  (4)  Mandatory  additions  to  the  reserve. — 
There  shall  be  added  to  the  reserve  as  of  the  close  of 
the  taxable  year  the  following : 

“  (A)  an  amount  equal  to  the  excess  of  the  net 
capital  gain  for  the  taxable  year  computed  without 
regard  to  section  1212  (relating  to  capital  loss 
carry-over)  over  the  net  capital  gain  for  the  taxable 
year;  and 

“(B)  an  amount  equal  to  the  excess  of  the 
taxable  income  for  the  taxable  year  computed 
without  regard  to  section  172  (relating  to  the  net 
operating  loss  deduction)  over  the  taxable  income 
for  the  taxable  year. 

“(5)  Discretionary  addition  to  the  re¬ 
serve. — In  any  year  in  which  an  amount  (other  than 
the  amount  described  in  paragraph  (4)  )  is  added  to  the 
reserve;  the  company  shall,  in  the  computation  of  its 
investment  company  taxable  income  be  allowed — 

“  (A)  a  deduction  equal  to  such  amount  of  the 
addition  to  the  reserve  as  does  not  cause  the  aggre- 
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gate  amount  of  the  reserve  (including  such  addition) 
to  exceed  20  percent  of  the  invested  capital  of  the 
company  as  defined  in  paragraph  (7)  ;  and 

“  (B)  the  dividends  received  credit  provided  in 
section  243  but  such  credit  shall  not  exceed  85 
percent  of  the  portion  of  amounts  added  to  the 
reserve  under  this  subparagraph  which  is  not  de¬ 
ductible  from  investment  company  taxable  income 
under  subparagraph  (A) . 

“  (6)  Reduction  of  termination  of  reserve. — 
In  the  event  of  a  reduction  or  termination  of  the  reserve 
in  connection  with  a  partial  or  complete  liquidation  of 
the  company  (or  of  any  company  to  which  the  reserve 
has  been  transferred  in  an  exchange  upon  which  gain 
was  not  recognized  by  reason  of  any  provision  of  this 
subtitle)  the  gain  realized  by  a  stockholder  upon  any 
such  liquidation  shall,  to  the  extent  of  the  pro  rata 
share  of  the  reserve,  he  considered  as  a  gain  from  the 
sale  or  exchange  of  property  held  for  less  than  six 
months. 

“(7)  Invested  capital. — For  purposes  of  para¬ 
graph  ( 2 ) ,  the  term  ‘invested  capital’  means  the  sum, 
determined  as  of  the  close  of  the  taxable  year,  of — 

“  (A)  the  amount  of  money  or  property  (in¬ 
cluded  in  an  amount  equal  to  its  unadjusted  basis 
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without  regard  to  the  value  of  the  property  as  of 
March  1,  1913,  except  that  if  such  basis  is  a  substi¬ 
tuted  basis,  it  shall  be  adjusted,  with  respect  to  the 
period  before  the  property  was  paid  in,  by  an 
amount  equal  to  adjustments  proper  under  section 
312  (f)  for  determining  earnings  and  profits)  pre¬ 
viously  paid  in  for  stock,  or  as  paid-in  surplus  or 
as  a  contribution  to  capital,  reduced  by  the  amount 
of  distributions  not  out  of  earnings  and  profits  in 
the  year  of  distribution  and  not  out  of  accumulated 
earnings  and  profits;  and 

“(B)  the  amount  of  the  outstanding  indebted¬ 
ness  (not  including  interest)  of  the  company  which 
is  evidenced  by  a  bond,  note,  bill  of  exchange,  de¬ 
benture,  certificate  of  indebtedness,  mortgage,  or 
deed  of  trust,  except  that  indebtedness  not  repre¬ 
sented  by  a  bond  or  debenture  shall  not  be  included 
in  excess  of  an  amount  equal  to  the  average  daily 
amount  of  indebtedness  not  so  represented  which 
was  outstanding  during  the  taxable  year.” 

(e)  Each  national  investment  company  established  un¬ 
der  this  Act,  including  its  franchise,  capital,  reserves,  and 
surplus,  its  income,  its  real  property,  its  tangible  and  in¬ 
tangible  personal  property,  its  obligations  (both  as  in  princi¬ 
pal  and  income  derived  therefrom) ,  shall  be  subject  to  taxa- 
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tion,  in  the  same  manner  and  to  the  same  extent  as  a  State- 
chartered  institution  of  similar  character  by  any  State, 
county,  municipality,  or  local  taxing  authority  or  hy  any 
Territory,  dependency,  or  possession  of  the  United  States; 
and  its  real  property  shall  be  subject  to  special  assessments 
for  local  improvements. 

MISCELLANEOUS 

Sec.  110.  (a)  Wherever  practicable  the  operations  of  a 
national  investment  company  shall  he  undertaken  in  coop¬ 
eration  with  banks  or  other  financial  institutions,  and  any 
servicing  or  initial  investigation  required  for  loans  or  acquisi¬ 
tions  of  securities  b}7  the  company  under  the  provisions  of 
this  Act  may  he  handled  through  such  hanks  or  other  finan¬ 
cial  institutions  on  a  fee  basis. 

(b)  Each  national  investment  company  may  make  use, 
wherever  practicable,  of  the  advisory  services  of  the  Federal 
Reserve  System  and  of  the  Department  of  Commerce  which 
are  available  for  and  useful  to  industrial  and  commercial  busi¬ 
nesses,  and  may  provide  consulting  and  advisory  services 
on  a  fee  basis  and  have  on  its  staff  persons  competent  to  pro¬ 
vide  such  services.  Subject  to  the  supervision  and  direction 
of  the  Board,  any  Federal  Reserve  bank  is  authorized  to  act 
as  a  depository  or  fiscal  agent  for  any  company  organized 
under  this  Act.  Such  companies  may  invest  funds  not  rea¬ 
sonably  needed  for  their  current  operations  in  direct  obliga- 
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tions  of,  or  obligations  guaranteed  as  to  principal  and  interest 
by  the  United  States. 

(c)  The  Board  is  authorized  to  prescribe  regulations 
governing  the  operations  of  national  investment  companies 
and  to  carry  out  the  provisions  of  this  Act  in  accordance 
with  the  purposes  of  this  Act.  Each  national  investment 
company  shall  be  subject  to  examinations  made  by  direction 
of  the  Board  by  examiners  selected  or  approved  by  the 
Board,  and  the  cost  of  such  examinations,  including  the  com¬ 
pensation  of  the  examiners,  may  in  the  discretion  of  the 
Board  be  assessed  against  the  company  examined  and  when 
so  assessed  shall  be  paid  by  such  company.  Every  such  com¬ 
pany  shall  make  such  reports  to  the  Board  at  such  times  and 
in  such  form  as  the  Board  may  require. 

(d)  The  Secretary  of  Commerce  is  authorized  to  advise 
and  assist  in  promoting  national  investment  companies. 

(e)  Should  any  national  investment  company  violate 
or  fail  to  comply  with  any  of  the  provisions  of  this  Act  or 
of  regulations  prescribed  hereunder,  all  of  its  rights,  privi¬ 
leges,  and  franchises  derived  herefrom  may  thereby  be  for¬ 
feited.  Before  any  such  company  shall  be  declared 
dissolved,  or  its  rights,  privileges,  and  franchises  forfeited, 
any  noncompliance  with  or  violation  of  this  Act  shall,  how¬ 
ever,  be  determined  and  adjudged  by  a  court  of  the  United 
States  of  competent  jurisdiction  in  a  suit  brought  for  that 
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purpose  in  the  district  or  territory  in  which  the  principal 
office  of  such  company  is  located,  which  suit  shall  be  brought 
by  the  United  States  at  the  instance  of  the  Board  or  the 
Attorney  General. 

(f)  Whenever  in  the  judgment  of  the  Board  any  person 
has  engaged  or  is  about  to  engage  in  any  acts  or  practices 
which  constitute  or  will  constitute  a  violation  of  any  provision 
of  this  Act  or  of  any  regulation  thereunder,  the  Board  may 
make  application  to  the  proper  district  court  of  the  United 
States,  or  the  United  States  courts  of  any  Territory  or  other 
place  subject  to  the  jurisdiction  of  the  United  States,  for  an 
order  enjoining  such  acts  or  practices,  or  for  an  order  en¬ 
forcing  compliance  with  such  provision,  and  such  courts 
shall  have  jurisdiction  of  such  actions  and  upon  a  showing 
by  the  Board  that  such  person  has  engaged  or  is  about  to 
engage  in  any  such  acts  or  practices  a  permanent  or  tem¬ 
porary  injunction,  restraining  order,  or  other  order  shall  be 
granted  without  bond. 

(g)  Any  national  investment  company  may  at  any  time 
within  the  two  years  next  previous  to  the  date  of  the  ex¬ 
piration  of  its  corporate  existence,  by  a  vote  of  the  share¬ 
holders  owning  two-thirds  of  its  stock,  apply  to  the  Board 
for  approval  to  extend  the  period  of  its  corporate  existence 
for  a  term  of  not  more  than  thirty  years,  and  upon  approval 
of  the  Board  as  provided  in  section  101  hereof  such  com- 
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pany  shall  have  its  corporate  existence  extended  for  such 
period  unless  sooner  dissolved  by  the  act  of  the  shareholders 
owning  two-thirds  of  its  stock,  or  by  an  Act  of  Congress  or 
unless  its  franchise  becomes  forfeited  as  herein  provided. 

(h)  Nothing  in  this  Act  or  in  any  other  provision  of 
law  shall  be  deemed  to  impose  any  liability  on  the  United 
States  or  on  any  Federal  Reserve  bank  with  respect  to  any 
obligations  entered  into,  or  stocks  issued,  or  commitments 
made,  by  any  company  organized  under  this  Act. 

TITLE  II— CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

REPEAL  OF  SECTION  13B  OF  THE  FEDERAL  RESERVE  ACT 
Sec.  201.  Effective  one  year  after  the  date  of  enactment 
of  this  Act,  section  13b  of  the  Federal  Reserve  Act  (12 
U.  S.  C.  352a)  is  hereby  repealed;  but  such  repeal  shall 
not  affect  the  power  of  any  Federal  Reserve  bank  to  carry 
out,  or  protect  its  interest  under,  under  agreement  thereto¬ 
fore  made  or  transaction  entered  into  in  carrying  on  opera¬ 
tions  under  that  section. 

return  of  funds  to  treasury 
Sec.  202.  (a)  Within  sixty  days  after  the  enactment 
of  this  Act,  each  Federal  Reserve  bank  shall  pay  to  the 
United  States  the  aggregate  amount  which  the  Secretary  of 
the  Treasury  has  heretofore  paid  to  such  bank  under  the 
provisions  of  section  13b  of  the  Federal  Reserve  Act;  and 
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such  payment  shall  constitute  a  full  discharge  of  any  obliga¬ 
tion  or  liability  of  the  Federal  bank  to  the  United  States  or 
to  the  Secretary  of  the  Treasury  arising  out  of  subsection 
(e)  of  said  section  13b  or  out  of  any  agreement  thereunder. 

(b)  The  amounts  repaid  to  the  United  States  pursuant 
to  section  202,  and  any  remaining  balance  of  the  funds  set 
aside  in  the  Treasury  for  payments  under  section  13b  of 
the  Federal  Reserve  Act  shall  he  covered  into  miscellaneous 
receipts. 

AUTHORITY  TO  SELL  ASSETS  TO  NATIONAL  INVESTMENT 

COMPANIES 

Sec.  203.  Any  national  investment  company  organized 
under  this  Act  may  purchase  from  any  Federal  Reserve 
bank,  and  any  Federal  Reserve  bank  is  authorized  to  sell  to 
any  such  company,  at  such  reasonable  price  as  may  be 
agreed  upon,  any  or  all  of  the  assets  heretofore  or  hereafter 
acquired  by  such  Reserve  bank  under  the  provisions  of  sec¬ 
tion  13b  of  the  Federal  Reserve  Act. 

TITLE  III— MISCELLANEOUS  PROVISIONS 

PENALTIES 

Sec.  301.  Title  18,  United  States  Code,  section  1014, 
is  amended  by  inserting  the  phrase  “a  national  investment 
company  organized  under  the  National  Investment  Com¬ 
pany  Act  of  1957,”  after  the  words  “National  farm  loan 
association,”. 
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1  GEOGRAPHIC  APPLICABILITY 

2  Sec.  302.  The  authority  provided  in  this  Act  shall  be 

3  applicable  in  the  United  States,  including  the  District  of 

4  Columbia  and  the  Territories  and  possessions. 

5  RIGHT  TO  AMEND  THIS  ACT 

6  Sec.  303.  The  right  to  amend,  alter,  or  repeal  this  Act 

7  is  hereby  expressly  reserved. 
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IN  THE  SENATE  OF  THE  UNITED  STATES 


.  : 

to  th*1  Conmotte.  on  B»i  '  *n,  uk!  <  urrency 


A  BILL 

To  amend  the  »Small  Bin  mess  Act  of  1953  to  authorize  th 
Small  Business  Administration  to  make  loans  to  local  pri¬ 
vate  nonprofit  organizations  formed  to  assist  develop,  and 


Be  it  cn(h  led  by  the  Senate  and  House  of  Represents- 


85th  CONGRESS 
1st  Session 


S.  2185 


IN  THE  SENATE  OE  THE  UNITED  STATES 

May  29, 1957 

Mr.  Humphrey  introduced  the  following  bill ;  which  was  read  twice  and  referred 
to  the  Committee  on  Banking  and  Currency 


A  BILL 

To  amend  the  Small  Business  Act  of  1953  to  authorize  the 
Small  Business  Administration  to  make  loans  to  local  pri¬ 
vate  nonprofit  organizations  formed  to  assist,  develop,  and 
expand  the  economy  of  the  area. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  fives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  207  of  the  Small  Business  Act  of  1953,  as 

4  amended,  is  hereby  amended  by  adding  the  following  new 

5  subsection : 

G  “  (c)  The  Administration  is  empowered  to  make  loans 

7  (either  directly  or  in  cooperation  with  banks  or  other  lend- 

8  ing  institutions  through  agreements  to  participate  on  an  im- 

9  mediate  or  deferred  basis)  to  local  private  nonprofit  organi- 

I 


2 


1  zations  (including  industrial  foundations,  development  credit 

2  corporations  or  similar  groups)  formed  to  assist,  develop, 

3  and  expand  the  economy  of  the  area:  Provided,  however, 

4  That  all  such  loans  shall  be  of  such  sound  value  or  so  secured 

5  as  reasonably  to  assure  repayment:  And  provided  further, 

6  That  no  such  loans  including  renewals  and  extensions  thereof 

7  may  be  made  for  a  period  or  periods  exceeding  twenty 

8  years/’ 
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S.  2286 


IN  OHE  SEN  kTE  OF  THE  UNITED  ST^TE3 


To  assist  State  program*  for  small  business,  and  for  other 


De  it  enacted  by  i  e  sVv.ote  a  d  House  . if  h  r,\<enta~ 


. 


85th  CONGRESS 
1st  Session 


S.  2286 


IN’  THE  SENATE  OE  THE  UNITED  STATES 

June  13,  1957 

Mr.  Fulbright  introduced  the  following  bill ;  which  was  read  twice  and  referred 
to  the  Committee  on  Banking  and  Currency 


A  BILL 

To  assist  State  programs  for  small  business,  and  for  other 

purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 

3  That  section  207  of  the  Small  Business  Act  of  1953,  as 

4  amended,  is  hereby  amended  by  adding  the  following  new 

5  subsections : 

6  “(c)  The  Administration  is  empowered  to  purchase 

7  investment  securities  issued  by  State  chartered  development 

8  credit  or  finance  corporations  formed  to  assist,  develop,  and 

9  expand  the  economy  of  a  State.  The  Administration  shall 

10  not  purchase  investment  securities  in  an  amount  in  excess 

11  of  the  amount  of  such  securities  which  are  held  by  purchasers 
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other  than  the  Administration,  but  in  no  event  shall  the 
Administration  purchase  more  than  $5,000,000  of  invest¬ 
ment  securities  in  any  one  State.  Investment  securities  pur¬ 
chased  by  the  Administration  shall  bear  interest  at  a  rate 
not  less  than  the  total  of  one-quarter  of  1  per  centum  per 
annum  added  to  the  rate  of  interest  paid  by  the  Administra¬ 
tion  on  funds  obtained  from  the  Secretary  of  the  Treasury 
as  provided  in  subsection  (d)  of  this  section,  and  shall  have 
maturity  dates  of  twenty  years  or  less.  The  term  ‘invest¬ 
ment  securities’  as  used  in  this  subsection  shall  mean  obliga¬ 
tions  evidencing  the  indebtedness  of  any  State  chartered 
development  credit  or  finance  corporation  in  the  form  of 
bonds,  notes,  and/or  debentures  as  may  he  further  defined 
by  regulations  of  the  Administration. 

“(d)  In  order  to  finance  activities  under  subsection  (c) 
of  this  section,  the  Administration  is  authorized  and  em¬ 
powered  to  issue  to  the  Secretary  of  the  Treasury,  from  time 
to  time  and  to  have  outstanding  at  any  one  time,  notes  and 
other  obligations  in  an  amount  not  exceeding  $27,500,000. 
Such  obligations  shall  be  in  such  forms  and  denominations, 
have  such  maturities  and  be  subject  to  such  terms  and  con¬ 
ditions  as  may  be  prescribed  by  the  Administration,  with 
the  approval  of  the  Secretary  of  the  Treasury.  Such  notes 
or  other  obligations  shall  bear  interest  at  a  rate  determined 
by  the  Secretary  of  the  Treasury,  taking  into  consideration 
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,tlie  current  average  rate  on  outstanding  marketable  obliga¬ 
tions  of  the  United  States  of  comparable  maturities  as  of  the 
last  day  of  the  month  preceding  the  issuance  of  such  notes 
or  other  obligations.  The  Secretary  of  the  Treasury  is 
authorized  and  directed  to  purchase  any  notes  and  other 
obligations  of  the  Administration  to  be  issued  hereunder, 
and  for  such  purpose  the  Secretary  of  the  Treasury  is  author¬ 
ized  to  use  as  a  public  debt  transaction  the  proceeds  from  the 
sale  of  any  securities  issued  under  the  Second  Liberty  Bond 
Act,  as  amended,  and  the  purposes  for  which  securities  may 
be  issued  under  such  Act,  as  amended,  are  extended  to  in¬ 
clude  any  purchases  of  such  notes  and  obligations.  The 
Secretary  of  the  Treasury  may  at  any  time  sell  any  of  the 
notes  or  other  obligations  acquired  by  him  under  this  section. 
All  redemptions,  purchases,  and  sales  by  the  Secretary  of 
the  Treasury  of  such  notes  or  other  obligations  shall  be 
treated  as  public  debt  transactions  of  the  United  States. 
Funds  borrowed  under  this  section  and  any  proceeds  shall 
constitute  a  revolving  fund  which  may  be  used  by  the  Ad¬ 
ministration  in  the  exercise  of  its  functions  under  subsection 
(c)  of  this  section/’ 

Sec.  2.  Effective  one  year  after  the  date  of  enactment 
of  this  Act,  section  13b  of  the  Federal  Reserve  Act  (12 
U.  S.  0.  352a)  is  hereby  repealed ;  but  such  repeal  shall  not 
affect  the  power  of  any  Federal  Reserve  bank  to  carry  out, 
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or  protect  its  interest  under,  any  agreement  theretofore 
made  or  transaction  entered  into  in  carrying  on  operations 
under  that  section.  Within  sixty  days  after  the  enactment 
of  this  Act,  each  Federal  Reserve  bank  shall  pay  to  the 
United  States  the  aggregate  amount  which  the  Secretary  of 
the  Treasury  has  heretofore  paid  to  such  hank  under  the 
provisions  of  section  13b  of  the  Federal  Reserve  Act;  and 
such  payment  shall  constitute  a  full  discharge  of  any  obli¬ 
gation  or  liability  of  the  Federal  bank  to  the  United  States 
or  to  the  Secretary  of  the  Treasury  arising  out  of  subsection 
(e)  of  said  section  13b  or  out  of  any  agreement  thereunder. 
The  amounts  repaid  to  the  United  States  pursuant  to  this 
section  and  any  remaining  balance  of  the  funds  set  aside  in 
the  Treasury  for  payments  under  section  13b  of  the  Federal 
Reserve  Act  shall  be  covered  into  miscellaneous  receipts. 

Sec.  3.  Subsection  (b)  of  section  207  of  the  Small 
Business  Act  of  1953,  as  amended,  is  amended  by  adding 
the  following  new  subparagraph : 

“(6)  to  make  grants  to  any  State  government,  or  any 
agency  thereof,  State  chartered  development  credit  or  finance 
corporations,  land-grant  colleges  and  universities,  and  col¬ 
leges  and  schools  of  business,  engineering,  commerce,  or 
agriculture  for  studies,  research,  and  counseling  concerning 
the  managing,  financing,  and  operation  of  small  business 
enterprises  and  technical  and  statistical  information  necessary 
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thereto  in  order  to  carry  out  the  purposes  of  subparagraph 
4  of  this  section  by  coordinating  such  information  with  exist¬ 
ing  information  facilities  within  the  State  and  by  making 
such  information  available  to  State  and  local  agencies.  Only 
one  such  grant  shall  be  made  within  any  one  State  in  any 
one  year,  and  no  such  grant  shall  exceed  an  aggregate 
amount  of  $40,000.  Not  to  exceed  $2,000,000  annually 
shall  be  made  available  from  the  revolving  fund  provided  in 
section  204  (b)  of  this  Act  for  the  purposes  of  this 
subparagraph.” 
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Mr.  .»■  >,<  Tcjuu4  introduced  the  following  bill;  which  *  it  i  twi. 

mid  referred  to  the  I'ommittee  on  Banking  and  ('un  • . 
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85th  CONGRESS 
2d  Session 


S.  3191 


IX  THE  SENATE  OF  THE  UNITED  STATES 

January  30  (legislative  day,  January  27) ,  1958 

Mr.  Johnson  of  Texas  introduced  the  following  hill ;  which  was  read  twice* 
and  referred  to  the  Committee  on  Banking  and  Currency 


A  BILL 

To  create  a  Small  Business  Capital  Bank  System  to  make  avail¬ 
able  to  small  business  a  source  of  equity  and  long-term  loan 
capital  where  such  capital  is  not  available  on  reasonable 
terms  from  existing  private  sources;  to  transfer  to  such  sys¬ 
tem  all  funds  which  are  presently  available  under  section 
.13b  of  the  Federal  Reserve  Act  for  loans  to  industrial  and 
commercial  firms,  together  with  certain  other  funds  out  of. 
the  surplus  accounts  of  the  Federal  Reserve  banks;  and  for 
other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled 


I— O 
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1  TITLE  I— SHORT  TITLE,  STATEMENT  OE  PTJR- 

2  POSE,  AND  DEFINITIONS 

3  SHOET  TITLE 

4  Sec.  101.  This  Act,  divided  into  titles  and  sections  ac- 

5  cording  to  the  following  table  of  contents,  may  be  cited  as 

6  the  “Small  Business  Capital  Bank  Act”. 

TABLE  OF  CONTENTS 

Title  I  Short  Title,  Statement  of  Purpose,  and  Definitions 

Sec.  101.  Short  title. 

Sec.  102.  Statement  of  purpose. 

Sec.  103.  Definitions. 

Title  II — Establishment  of  Small  Business  Capital  Bank  Board 

Sec.  201.  Establishment  of  the  Board. 

Sec.  202.  Membership. 

Sec.  203.  Executive  Director. 

Sec.  204.  Seal. 

Sec.  205.  Provision  of  funds. 

Sec.  206.  Regulations. 

Title  III — Organization  of  Small  Business  Capital  Banks 

Sec.  301.  Establishment  of  banks. 

Sec.  302.  Temporary  management. 

Sec.  303.  Election  of  directors. 

Sec.  304.  Capitalization. 

Sec.  305.  Borrowing  power. 

Sec.  306.  Use  of  banks’  funds. 

Sec.  307.  Examination  and  reports. 

Title  IV  Organization  of  Small  Business  Investment  Associations 

Sec.  401.  Organization  of  associations. 

Sec.  402.  Objectives. 

Sec.  403.  Articles  of  incorporation. 

Sec.  404.  Board  of  directors. 

Sec.  405.  Secretary-treasurer. 

Sec.  406.  Payment  of  expenses  and  salaries. 

Sec.  407.  Capital  stock. 

Sec.  408.  Borrowing  power. 

Sec.  409.  Investment  by  associations  in  stock  of  banks. 

Sec.  410.  Use  of  services  of  public  agencies  and  private  financial  insti¬ 
tutions. 
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TABLE  OF  CONTENTS— Continued 

Title  IV — Organization  of  Small  Business  Investment  Associations — 

Continued 

Sec.  411.  Disposition  of  funds  held  by  associations. 

Sec.  412.  Examinations. 

Sec.  413.  Reports. 

Sec.  414.  Dissolution. 

Sec.  415.  Disclaimer  of  United  States  liability  on  association  obligations 
and  securities. 

Sec.  416.  Exemptions  for  association  securities. 

Sec.  417.  Liability  of  associations  for  Federal  income  tax. 

Sec.  418.  State  and  local  taxation  of  associations. 

Title  V — Provision  of  Assistance  to  Small- Business  Concerns 

Sec.  501.  Standards  of  eligibility  for  assistance. 

Sec.  502.  Provision  of  equity  capital  for  small-business  concerns. 

Sec.  503.  Long-term  loans  to  small-business  concerns. 

Sec.  504.  Assistance  through  private  investment  companies  and  State 
and  local  development  corporations. 

Title  VI — Miscellaneous 

Sec.  601.  Criminal  penalties. 

Sec.  602.  Injunctive  relief. 

1  STATEMENT  OF  PURPOSE 

2  Sec.  102.  (a)  The  Congress  hereby  finds  that  there 

3  is  an  increasing  need  among  the  small-business  concerns  of 

4  the  United  States  for  funds  to  finance  their  operations  and 

5  to  promote  and  facilitate  their  growth,  expansion,  and 

6  modernization;  that  this  need  must  be  met  in  the  interest 

7  of  a  sound  national  economy;  and  that  the  loans  which  are 

8  presently  available  to  small-business  concerns  from  the  Fed- 
■  9  eral  Government  and  from  other  public  and  private  sources 
10  not  only  fail  to  meet  this  need  but  in  fact,  because  of  the 
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1  burden  of  repayment  over  a  relatively  short  period  of  time, 

2  frequently  prevent  such  growth  and  expansion. 

3  (b)  It  is  therefore  declared  to  be  the  policy  of  the 

4  Congress  and  the  purpose  of  this  Act  to  improve  and  stimulate 

5  the  national  economy  in  general  and  the  small-business  seg- 

6  ment  thereof  in  particular  by  establishing  a  program  under 

7  which  small-business  concerns  in  the  United  States  can  be 

8  supplied  with  the  equity  capital  and  long-term  loan  funds 

9  which  they  need  for  the  sound  financing  of  their  business 

10  operations  and  for  their  growth,  expansion,  and  moderniza- 

11  tion. 

DEFINITIONS 

Sec.  103.  (a)  As  used  in  this  Act — 

( 1 )  the  term  “Board”  means  the  Small  .Business 
Capital  Bank  Board  established  by  section  201 ; 

(2)  the  term  “bank”  means  a  small  business  capital 
bank  established  under  section  301 ; 

(3)  the  term  “association”  means  a  small  business 
investment  association  organized  as  provided  in  section 
401; 

(4)  the  terms  “district”  and  “small  business  capital 
bank  district”  mean  a  geographical  area  coextensive 
with  one  of  the  twelve  Federal  Reserve  districts  created 
under  section  2  of  the  Federal  Reserve  Act  and  existing 
on  the  date  of  the  enactment  of  this  Act,  except  that  the 
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1  boundaries  of  such  districts  may  from  time  to  time  be 

2  readjusted  by  the  Board  after  the  date  of  the  enactment 

3  of  this  Act  to  take  into  account  more  effectively  the 

4  small-business  needs  of  the  country; 

5  (5)  the  .term  “trading  area”  means  a  business  com- 

6  munity  embracing  an  entire  metropolitan  area  (as  de-- 

7  fined  by  the  Board) ,  or  a  geographical  area  embracing 

8  a  number  of  municipalities  when  such  a  designation  is 

9  determined  by  the  Board  to  be  necessary  and  appro- 

10  priate  in  order  to  include  all  of  an  integrated  bpsiness 

11  and  commercial  community;  and 

12  (6)  the  terms  “State”  and  (when  used  in  a  geo- 

13  graphical  sense)  “United  States”  include  the  several 

14  States,  the  Territories  of  Alaska  and  Hawaii,  the  Dis- 

15  trict  of  Columbia,  and  the  Commonwealth  of  Puerto 

16  Kico. 

17  (b)  (1)  As  used  in  this  Act,  the  term  “small-business 
:  18  concern”  means  a  business  concern,  incorporated  or  unincor- 

19  porated,  which  is  not  dominant  in  a  well-established  industry 

20  or  line  of  business,  and  which  meets  the  more  detailed  stand- 

21  ards  and  criteria  prescribed  by  the  Board  under  paragraph 

22  (2). 

23  (2)  As  soon  as  practicable  after  the  date  of  the  enact- 

24  ment  of  this  Act,  the  Board  shall  prescribe  detailed  standards 

25  and  criteria  for  the  definition  of  the  term  “small-business 
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1  concern”,  which  standards  and  criteria  may  be  based  upon, 

2  but  shall  no,t  be  limited  to,  such  things  as  number  of  em- 

3  ployees,  assets,  volume  of  sales,  and  other  factors  related  to 

4  the  concern’s  relative  position  in  its  industry  or  line  of 

5  business. 

6  (3)  The  Board  shall  from  time  to  time  revise  such 

7  standards  and  criteria  to  the  extent  necessary  to  take  into 

8  account  more  accurately  and  realistically  the  relationship 

9  of  small-business  operations  to  the  economy  as  a  whole. 

10  Whenever  such  standards  and  criteria  have  been  prescribed 

11  or  revised  with  respect  to  any  industry  or  line  of  business, 

12  the  definition  shall  be  published  in  the  Federal  Register, 

13  and  for  purposes  of  this  Act  shall  thereafter  remain  in  effect 

14  with  respect  to  such  industry  or  line  of  business  until  sub- 

15  sequently  revised  and  published  by  the  Board  in  accordance 

16  with  the  same  standards  and  procedures  as  those  which 

17  were  applicable  when  it  was  originally  prescribed. 

18  TITLE  II— ESTABLISHMENT  OF  SMALL  BUSINESS 

19  CAPITAL  BANK  BOARD 

20  ESTABLISHMENT  OF  THE  BOAKD 

21  Sec.  201.  There  is  hereby  established,  as  an  independ- 

22  ent  agency  of  the  Government  of  the  United  States,  a  Small 

23  Business  Capital  Bank  Board.  The  principal  office  of  the 

24  Board  shall  be  located  in  the  District  of  Columbia,  but  the 
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Board  may  establish  such  district  and  branch  offices  through¬ 
out  the  United  States  as  it  deems  necessary  and  appropriate. 

MEMBEKSHIP 

Sec.  202.  (a)  The  Board  shall  consist  of  thirteen 
members  appointed  by  the  President  by  and  with  the  advice 
and  consent  of  the  Senate,  one  member  from  each  of  the 
twelve  small  business  capital  bank  districts  and  one  member 
at  large.  In  making  such  appointments,  the  President  shall 
have  due  regard  to  a  fair  representation  of  the  public  interest 
as  well  as  of  the  particular  interests  and  needs  of  small  busi¬ 
ness  and  the  special  contributions  which  can  be  made  by 
small-business  concerns  to  the  sound  development  of  the 
national  economy,  and  shall  give  particular  consideration 
to  persons  who  are  experienced  in  small  business  and  are 
familiar  with  its  financing  and  other  problems;  and  before 
appointing  any  member  from  one  of  such  twelve  districts 
(other  than  the  first  member  so  appointed)  the  President 
shall  receive  and  consider  any  nominations  for  such  appoint¬ 
ment  which  may  be  submitted  by  small  business  investment 
associations  in  the  district  involved. 

(b)  Each  member  of  the  Board  shall  be  appointed  for 
a  .term  of  fourteen  years ;  except  that  ( 1 )  of  the  twelve 
members  first  appointed  from  the  small  business  capital  bank 
districts,  three  shall  be  appointed  for  terms  of  three  years, 
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1  three  for  terms  of  seven  years,  three  for  terms  of  ten  years, 

2  and  three  for  terms  of  fourteen  years,  as  designated  by  the 

3  President  at  the  time  of  appointment,  and  (2)  any  member 

4  appointed  to  fill  a  vacancy  shall  be  appointed  only  for  the 

5  unexpired  portion  of  his  predecessor’s' term. 

6  (c)  Each  member  of  the  Board  shall  be  a  citizen  of 

7  the  United  States  and  (except  in  the  case  of  the  member 

8  appointed  at  large)  shall  have  been  a  resident  of  the  district 

9  from  which  he  is  appointed  for  not  less  than  ten  years  next 

10  preceding  his  appointment.  No  person  shall  he  eligible  for 

11  appointment  as  a  member  of  the  Board  if,  at  the  time  his 

12  term  of  office  would  begin  or  within  the  one-year  period 

13  next  preceding  such  time,  he  shall  have  been  a  director  or 

14  salaried  officer  or  employee  of  a  small  business  capital  bank 

15  or  small  business  investment  association.  The  members  of 
1®  the  Board  shall  devote  their  entire  time  to  the  business  of 
1^  the  Board  and  shall  not  engage  in  any  other  occupation  or 
1®  work  during  their  terms  of  office. 

19  (d)  The  annual  rate  of  basic  compensation  of  each 

^  member  of  the  Board  shall  be  $20,000. 

^  (e)  Each  member  of  the  Board,  in  addition  to  receiving 

^  compensation  as  provided  in  subsection  (d),  shall  be.  reim- 

no 

bursed  for  necessary  travel,  subsistence,  and  other  expenses 
^4  actually  incurred  in  the  discharge  of  :  his  duties  as  such 
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member,  without  regard  to  any  other  laws  relating  to  allow¬ 
ances  for  such  expenses. 

(f)  As  soon  as  practicable  after  the  first  members  of 
the  Board  have  been  appointed  as  provided  in  subsection 
(a) ,  the  members  shall  meet,  subscribe  to  the  oath  of  office, 
and  organize  by  electing  from  among  the  membership  a 
Chairman  and  a  Vice  Chairman  and  by  appointing  (from 
within  or  without  its  membership)  a  Secretary.  The  Chair¬ 
man,  Vice  Chairman,  and  Secretary  shall  be  elected  an¬ 
nually  for  terms  of  one  year,  and  shall  serve  until  their 
respective  successors  are  elected  and  take  office.  The  Chair¬ 
man  shall  preside  at  all  meetings  and  the  Vice  Chairman 
shall  preside  in  the  absence  or  disability  of  the  Chairman. 
The  Board  may,  in  the  absence  or  disability  of  both  the 
Chairman  and  Vice  Chairman,  elect  any  of  its  members  to 
act  as  chairman  pro  tempore.  Seven  members  shall  con¬ 
stitute  a  quorum  of  the  Board  for  the  transaction  of  business, 
and  the  Board  may  function  notwithstanding  vacancies  pro¬ 
vided  a  quorum  is  present.  The  Board  shall  meet  at  such 
times  and  places  as  it  may  fix  and  determine,  but  shall  hold 
at  least  twelve  regularly  scheduled  meetings  a  year;  and 
special  meetings  may  be  held  on  call  of  the  Chairman  or 
any  three  members. 

S.  3191 - 2 
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(g)  Notwithstanding  subsection  (b),  any  member  of 
the  Board  may  at  any  time  be  removed  from  office  for  cause 
by  the  President  or,  if  cause  exists  but  the  President  does 
not  act,  by  the  Congress  through  impeachment  proceedings. 

(b)  The  Board  shall  adopt  such  rules  as  it  may  see  fit 
for  the  transaction  of  its  business,  and  shall  keep  permanent 
and  complete  records  of  its  acts  and  proceedings. 

EXECUTIVE  DIRECTOR 

Sec.  203.  (a)  The  Board  shall  appoint  an  Executive 
Director,  who  shall  serve  at  the  pleasure  of  the  Board  and 
shall,  subject  to  the  general  supervision  and  direction  of  the 
Board  as  to  matters  of  a  broad  and  general  supervisory, 
advisory,  or  policy  nature,  and,  except  as  otherwise  specifi¬ 
cally  provided  in  this  Act,  be  responsible  for  the  execution 
of  the  functions  of  the  Board. 

(b)  The  Board  shall  fix  the  compensation  of  the  Exec¬ 
utive  Director,  but  his  annual  rate  of  basic  compensation 
shall  not  exceed  $17,500.  In  addition  to  receiving  such 
compensation,  the  Executive  Director  shall  be  reimbursed 
for  necessary  traveling  and  subsistence  expenses,  or  paid  a 
per  diem  allowance  in  lieu  thereof  within  the  limitations 
prescribed  by  law,  while  away  from  his  official  station  upon 
official  business. 

(c)  The  Executive  Director  shall  comply  with  all  orders 
and  directions  which  he  receives  from  the  Board;  but  as  to 
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all  third  persons  his  acts  shall  be  presumed  to  be  in  com¬ 
pliance  with  the  orders  and  directions  of  the  Board. 

(d)  The  Executive  Director  shall  appoint  such  officers, 
employees,  and  other  personnel  (including  attorneys,  econ¬ 
omists,  accountants,  experts,  assistants,  clerks,  and  laborers) 
as  may  be  necessary  to  carry  out  the  functions,  powers,  and 
duties  vested  in  the  Board,  and  fix  their  compensation,  in 
accordance  with  the  civil-service  laws  and  regulations  and 
the  Classification  Act  of  1949.  All  functions,  powers,  and 
duties  of  the  Board,  except  those  specifically  reserved  to  the 
Board  itself  by  this  Act,  shall  be  exercised  and  performed  by 
the  Executive  Director  and  may  be  exercised  and  performed 
by  him  through  such  officers,  employees,  or  other  personnel 
of  the  Board  as  he  may  designate. 

SEAL 

Sec.  204.  The  Board  shall  have  an  official  seal,  which 
shall  be  judicially  noticed. 

PROVISION  OF  FUNDS 

Sec.  205.  (a)  The  funds  required  for  the  operating 
expenses  of  the  Board,  and  for  its  investment  in  the  capital 
stock  of  the  twelve  small  business  capital  banks  under  section 
304  (a) ,  shall  he  obtained  as  provided  in  this  section. 

(b)  (1)  Within  ninety  days  after  the  enactment  of  this 
Act,  there  shall  be  transferred  to  the  Board  from  the  existing 
accounts  of  the  twelve  Federal  Reserve  banks,  under  the 
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direction  of  the  Board  of  Governors  of  the  Federal  Keserve 
System,  all  funds  heretofore  authorized  for  loans  to  industrial 
and  commercial  firms  under  section  13b  of  the  Federal  Re¬ 
serve  Act  and  not  loaned  or  otherwise  committed  for  that 
purpose,  together  with  all  the  existing  rights  and  liabilities 
of  the  Federal  Reserve  banks  with  respect  to  loans  under 
such  section  13b  which  are  outstanding  or  with  respect  to 
which  commitments  have  been  issued,  including  the  right  to 
collect  or  receive  (and  to  use  as  provided  in  subsection  (a) 
of  this  section)  any  repayments  of  such  loans  which  may 
hereafter  become  due.  Effective  ninety  days  after  the  date 
of  the  enactment  of  this  Act,  section  13b  of  the  Federal  Re¬ 
serve  Act  is  repealed;  but  such  repeal  shall  not  affect  the 
power  of  the  Board  to  carry  out,  or  protect  its  interest  under, 
any  agreement  or  transaction,  theretofore  made  or  entered 
into  under  such  section,  with  respect  to  which  rights  and 
liabilities  are  transferred  to  the  Board  under  this  paragraph. 

(2)  Within  ninety  days  after  the  date  of  the  enactment 
of  this  Act,  there  shall  be  transferred  to  the  Board  from  the 
existing  surplus  accounts  of  the  twelve  Federal  Reserve 
banks,  under  the  direction  of  the  Board  of  Governors  of  the 
Federal  Reserve  System,  the  sum  of  $120,000,000.  The 
amount  which  shall  be  transferred  from  the  surplus  account 
of  any  Federal  Reserve  bank  under  this  subsection  shall  bear 
the  same  ratio  to  $120,000,000  as  the  surplus  account  of 
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that  hank  bears  (on  the  date  of  the  enactment  of  this 
Act)  to  the  total  of  the  surplus  accounts  of  all  twelve 
Federal  Reserve  banks. 

(c)  Whenever  the  Board’s  investment  in  the  capital 
stock  of  any  small  business  capital  bank  is  retired  as  provided 
in  section  804  (b) ,  the  proceeds  from  the  retirement  of  such 
stock  shall  be  paid  over  by  the  Board  to  the  Treasury  of  the 
United  States  as  miscellaneous  receipts. 

(d)  In  order  to  secure  funds  to  be  used  in  purchasing 
debenture  bonds  of  banks  as  provided  in  section  305,  the 
Board  is  authorized  to  issue  and  have  outstanding  obligations 
having  such  maturities  and  bearing  such  rate  or  rates  of  in¬ 
terest  as  may  be  determined  by  the  Board  with  the  approval 
of  the  Secretary  of  the  Treasury,  to  be  redeemable  at  the 
option  of  the  Board  at  or  before  maturity  in  such  manner 
as  may  be  stipulated  in  such  obligations;  but  the  aggregate 
amount  of  such  obligations  which  may  be  outstanding  at  any 
one  time  shall  not  exceed  $1,200,000,000.  Such  obligations 
shall  be  sold  only  to  private  investors,  and  the  proceeds 
therefrom  shall  be  used  only  for  the  purchase  of  debenture 
bonds  of  banks  as  provided  in  section  305.  The  Board  shall 
insert  appropriate  language  in  each  such  obligation  clearly 
indicating  .that  neither  it  nor  the  interest  thereon  is  guaran¬ 
teed  by  the  United  States  or  constitutes  a  debt  or  obligation 
of  the  United  States  or  of  any  agency  or  instrumentality 
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1  thereof  other  than  the  Board.  The  Board  is  authorized  to 

2  purchase  in  the  open  market  any  of  its  obligations  outstand- 

3  ing  under  this  subsection  at  any  time  and  at  any  price. 

4  KEGTJLATIONS 

5  Sec.  206.  The  Board  shall  prescribe  and  publish  such 

6  regulations  (including  regulations  providing  for  the  wide 

7  dissemination  to  small-business  concerns  of  information  con- 

8  ceming  the  benefits  and  objectives  of  the  program  estab- 

9  lished  by  this  Act,  defining  in  detail  the  financial  and  oper- 

10  ational  relationships  among  and  between  banks,  associa- 

11  tions,  small-business  concerns,  and  other  persons,  and  other- 

12  wise  insuring  that  all  possible  assistance  will  be  extended  to 

13  small-business  concerns  under  this  Act  and  that  such  assist- 

14  ance  will  be  an  effective  means  of  promoting  the  purposes 

15  of  this  Act) ,  and  take  such  other  actions,  as  may  be  neces- 

16  sary  and  appropriate  in  carrying  out  this  Act  and  in  effec- 

17  tively  exercising  the  functions  expressly  and  impliedly 
16  vested  in  it  under  this  Act. 

19  TITLE  hi— organization  of  small  business 

20  CAPITAL  BANKS 

21  ESTABLISHMENT  OF  BANKS 

22  Sec.  301.  The  Board  shall  establish  in  each  district  a 

23  small  business  capital  bank.  The  principal  office  of  each 

24  bank  shall  be  located  (unless  such  location  is  rendered  im- 
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1  possible  by  reason  of  adjustments  in  district  boundaries 

2  made  under  section  103  (4)  )  in  the  city  within  its  district 

3  where  the  Federal  Reserve  bank  for  such  district  is  located, 

4  and  such  Federal  Reserve  bank  shall  make  available  without 

5  cost  to  the  small  business  capital  bank,  in  the  Federal  Reserve 

6  bank  building,  the  quarters  and  facilities  needed  by  such 

7  bank  to  carry  out  its  functions  under  this  Act.  Each  small 

8  business  capital  bank  shall  include  in  its  title  the  name  of 

9  the  city  in  which  it  is  located.  Subject  to  the  approval  of 

10  the  Board,  any  bank  may  establish  branches  within  its 

11  district. 

12  TEMPORARY  MANAGEMENT 

13  Sec.  302.  (a)  Each  bank  shall  be  temporarily  managed 

14  by  seven  directors  appointed  for  terms  of  two  years  by  the 

15  Board.  Such  directors  shall  be  citizens  of  the  United  States 

16  and  residents  of  the  district  in  which  the  bank  is  located. 

17  They  shall  each  give  a  surety  bond,  the  premium  on  which 

18  shall  be  paid  from  the  funds  of  the  bank,  and  shall  receive 

19  such  compensation  as  the  Board  shall  fix.  They  shall  choose 

20  from  among  their  number  a  chairman,  vice  chairman,  secre- 

21  tary,  and  treasurer  and  may,  subject  to  the  approval  of  the 

22  Board,  appoint  and  fix  the  compensation  of  such  attorneys, 

23  economists,  accountants,  experts,  assistants,  clerks,  laborers, 

24  and  other  employees  as  they  deem  necessary. 
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1  (b)  The  temporary  directors  of  each  bank  shall,  under 

2  their  hand,  forthwith  make  an  organization  certificate  which 

3  shall  specifically  state — 

4  ( 1 )  the  name  assumed  by  the  bank ; 

5  (2)  the  district  within  which  its  operations  are  to 

6  be  carried  on,  and  the  particular  city  in  which  its  prin- 

7  cipal  office  is  to  be  located; 

8  (3)  the  amount  of  the  bank’s  authorized  capital 

9  stock  and  the  number  of  shares  into  which  such  stock 

10  is  to  be  divided,  and  the  increase  in  such  stock  which 

11  (under  the  regulations  prescribed  by  the  Board  pursuant 

12  to  section  206)  may  result  from  conversion  of  debenture 

13  bonds  issued  under  section  305;  and 

14  '  (4)  the  fact  that  the  certificate  is  made  to  enable 

15  small-business  concerns  to  avail  themselves  of  the  ad- 

16  vantages  of  this  Act. 

17  The  organization  certificate  shall  be  acknowledged  before 

18  a  judge  or  clerk  of  some  court  of  record  or  notary  public 

19  and  shall,  together  with  the  acknowledgment  thereof,  be 

20  authenticated  by  the  seal  of  such  court  or  notary  and  trans- 

21  mitted  to  and  filed  in  the  principal  office  of  the  Board,  where 

22  it  shall  at  all  times  be  open  to  public  inspection. 

23  (c)  The  Board  is  authorized  to  direct  such  changes  in 

24  or  additions  to  any  such  organization  certificate,  not  incon¬ 
sistent  with  this  Act,  as  it  may  deem  necessary  or  expedient. 
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(d)  Upon  duly  making  and  filing  the  organization 
certificate,  the  bank  shall  become  (as  of  the  date  of  the 
execution  of  such  certificate)  a  body  corporate,  and  as  such, 
and  in  the  name  designated  in  such  certificate,  it  shall  have 
power — 

(1)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  until  it  is  dissolved  by  Act 
of  Congress  or  under  the  provisions  of  this  Act ; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  interplead,  and 
defend,  in  any  court  of  law  or  equity,  as  fully  as  a 
natural  person; 


to  elect  directors  (subject  to  the  provisions  of 


section  303)  and  by  its  board  of  directors  to  elect  a 
president  and  a  vice  president,  appoint  a  secretary  and 
a  treasurer  and  other  officers  and  employees,  define  their 
duties,  require  bonds  of  them  and  fix  the  penalty  thereof, 
and  dismiss  any  such  officers  and  employees  at  pleasure 
and  appoint  others  to  fill  their  places; 

(6)  to  prescribe,  by  its  board  of  directors,  subject 
to  the  supervision  and  regulation  of  the  Board,  bylaws 
not  inconsistent  with  law,  regulating  the  manner  in 
which  its  stock  shall  be  issued,  held,  and  disposed  of, 
its  directors  elected  (subject  to  the  provisions  of  section 
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303 ) ,  its  officers  elected  or  appointed,  its  property  trans¬ 
ferred,  its  general  business  conducted,  and  the  privileges 
granted  to  it  by  law  exercised  and  enjoyed;  and 

(7)  to  exercise,  by  its  board  of  directors  or  its 
duly  authorized  officers  or  agents,  subject  to  law,  all 
such  incidental  powers  as  shall  be  necessary  to  carry 
out  its  functions  under  this  Act. 

ELECTION  OF  DIRECTORS 

Sec.  303.  (a)  After  the  expiration  of  the  two-year 
term  of  the  temporary  directors  of  any  bank  appointed  by 
the  Board  under  section  302  (a) ,  the  directors  of  such  bank 
shall  be  chosen  as  provided  in  this  section. 

(b)  Each  bank  shall  have  seven  directors  who  shall 
serve  for  concurrent  terms  of  two  years  each.  Eive  of  such 
directors  shall  be  elected  by  majority  vote  of  the  stock 
holders  of  the  bank,  and  two  of  such  directors  shall  be 
appointed  by  the  Board. 

(c)  The  annual  rate  of  basic  compensation  of  each 
director  of  a  bank,  and  any  allowances  for  travel,  subsistence, 
and  other  expenses,  shall  be  fixed  by  the  Board.  Each  such 
director  shall  be  a  citizen  of  the  United  States  and  a  resident 
of  the  district  in  which  the  bank  is  located,  and  shall  have 
such  other  qualifications  as  the  Board  may  prescribe. 

(d)  The  directors  of  any  bank  first  appointed  under 
this  section  shall  immediately  take  such  action  as  may  be 
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necessary  to  terminate  the  period  of  temporary  management 
of  the  bank  and  establish  its  permanent  operation  under  its 
charter  and  bylaws 

CAPITALIZATION 

Sec.  304.  (a)  Each  bank  shall  be  established  with  an 
authorized  capitalization  of  $110,000,000,  of  which  $10,= 
000,000  shall  be  paid-in  capital  subscribed  for  by  the  Board 
immediately  upon  the  establishment .  of  the  bank  and  the 
remainder  shall  be  provided  by  investments  of  associations 
under  section  409  and  of  other  financial  institutions  under 
section  504  (b). 

(b)  The  stock  subscribed  for  by  the  Board  under  subsec¬ 
tion  (a)  shall  be  retired  in  full  not  later  than  the  time 
when  all  of  the  remaining  authorized  capitalization  has  been 
subscribed  and  paid  in. 

BORROW  ING  POWER 

Sec.  305.  In  addition  to  its  authorized  capitalization, 
each  bank  shall  have  authority  to  obtain  funds  through  the 
sale  to  the  Board  of  its  debenture  bonds,  which  shall — 

(1)  bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  Board  may  fix; 

(2)  be  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest;  and 

(3)  be  convertible  at  maturity  if  not  theretofore 
called,  at  the  option  of  the  Board,  into  stock  of  such 
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bank  at  the  rate  of  one  share  of  $100  par  value  7  per 
centum  preferred  stock  for  each  $100  (or  fraction 
thereof)  of  the  face  value  of  the  debenture  bond  or 
bonds  converted;  and  the  right  of  conversion  may  be 
exercised  by  the  Board  with  respect  to  any  one  or 
more  debenture  bonds  without  exercising  sueh  right 
with  respect  to  other  such  bonds  held  by  it. 

USE  OF  BANKS’  FUNDS 

Sec.  306.  It  shall  be  the  primary  function  of  each  bank 
to  use  any  funds  available  to  it  from  its  capital  account  or 
from  any  of  its  other  accounts — 

( 1 )  to  advance  capital  to  associations  in  its  district 
as  provided  in  section  408; 

(2)  to  advance  funds  to  private  financial  investment 
institutions  as  described  in  section  504 ;  and 

(3)  to  make  direct  long-term  loans  to  small-business 
concerns  as  provided  in  section  503. 

EXAMINATIONS  AND  DEPORTS 
Sec.  307.  The  Board  shall  from  time  to  time  require 
that  examinations  and  reports  be  made  (by  the  General 
Accounting  Office)  of  the  condition  of  all  banks  established 
under  this  title,  and  shall  publish  consolidated  statements  of 
the  results  thereof. 
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1  TITLE  IY— ORGANIZATION  OF  SMALL  BUSINESS 

2  INVESTMENT  ASSOCIATIONS 

3  ORGANIZATION  OF  ASSOCIATIONS 

4  Sec.  401.  Corporations  to  be  known  as  small  business 

5  investment  associations  may  be  organized  by  small-business 

6  concerns  desiring  to  take  advantage  of  the  provisions  of 

7  this  Act.  Not  less  than  twenty-five  such  concerns  shall  be 

8  required  to  subscribe  the  articles  of  incorporation  in  order 

9  to  form  an  association.  One  association  may  be  organized 

10  in  each  State,  but  in  no  case  shall  more  than  one  association 

11  be  organized  in  any  one  trading  area.  Each  association 

12  shall  comply  with  all  of  the  terms  and  conditions  of  this 

13  title,  and  shall  be  incorporated  under  the  law  of  the  State 

14  in  which  it  is  located. 

15  OBJECTIVES 

16  Sec.  402.  Each  association  shall  be  organized  to  operate 

17  as  a  regulated  closed-end  investment  company  designed  to 

18  provide  necessary  equity  capital  to  small-business  concerns 

19  within  a  particular  community  or  trading  area,  and  for  such 

20  purpose  it  would  be  authorized — 

21  (1)  to  raise  capital  in  order  to  serve  as  a  joint 

22  enterprise  for  the  benefit  of  its  stockholders  as  pro- 
33  prietors ; 
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1  (2)  to  invest  (and  manage  the  investment  of)  the 

2  capital  of  its  stockholder-proprietors  in  carefully  selected 

3  enterprises  with  profit  and  growth  potential; 

4  (3)  to  furnish  both  management  and  investment 

5  counsel  to  those  selected  enterprises  where  needed;  and 

6  (4)  to  provide  its  stockholder-proprietors  with 

7  specific  and  general  investment  information  and  ob- 

8  jectives. 

9  ARTICLES  OF  INCORPORATION 

10  Sec.  403.  (a)  The  articles  of  incorporation  of  each 

11  association  shall  specify  in  general  terms  the  objects  for 

12  which  the  association  is  formed,  the  name  assumed  by  the 

13  association,  the  area  or  areas  where  its  operations  are  to  be 

14  carried  on,  the  place  where  its  principal  office  is  to  be 

15  located,  and  the  amount  and  classes  of  its  capital  stock.  Such 

16  articles  may  also  contain  any  other  provisions,  not  inconsist- 

17  ent  with  the  provisions  of  this  Act,  which  the  association 

18  may  deem  it  advisable  to  adopt  for  the  regulation  of  its  busi- 

19  ness  and  the  conduct  of  its  affairs,  including  provision  for 

20  cumulative  voting  in  the  election  of  directors.  Such  articles, 

21  and  any  amendments  thereto  adopted  from  time  to  time, 

22  shall  be  subject  to  the  approval  of  the  Board  as  provided  in 

23  subsection  (b). 

24  (b)  The  articles  of  incorporation  of  each  proposed 
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association  shall  be  forwarded  to  the  Board  for  its  considera¬ 
tion  and  approval  or  disapproval.  In  determining  whether 
to  approve  the  organization  of  the  association  and  its  pro¬ 
posed  articles  of  incorporation,  the  Board  shall  give  due 
regard,  among  other  things,  to  the  need  for  the  financing  of 
independent  small-business  concerns  in  the  area  in  which  the 
proposed  association  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  association,  and 
the  number  and  volume  of  operations  of  other  associations 
previously  organized  in  the  United  States  and  in  the  region 
where  the  proposed  association  would  be  located.  After  con¬ 
sideration  of  all  relevant  factors,  the  Board  may  in  its  dis¬ 
cretion  approve  the  articles  of  incorporation  and  issue  to 
the  association  a  permit  to  begin  business. 

(c)  Upon  issuance  to  any  association  of  a  permit  to  be¬ 
gin  business  as  provided  in  subsection  (b),  such  association 
shall  become  and  be  a  body  corporate  and  as  such,  and  in 
the  name  designated  in  its  articles  of  incorporation,  shall  have 
power — 

( 1 )  to  adopt  and  use  a  corporate  seal ; 

(2)  to  have  succession  until  dissolved  by  the  vote 
of  its  shareholders  owning  two-thirds  of  its  voting  stock, 
or  by  Act  of  Congress,  or  in  the  manner  provided  in  sec¬ 
tion  414; 
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*  (3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain  and  defend,  in 
any  court  of  law  or  equity; 

(5)  by  its  board  of  directors,  to  appoint  such  offi¬ 
cers  and  employees  as  may  be  deemed  proper,  define 
their  authority  and  duties,  fix  their  compensation  in  cases 
where  such  compensation  is  approved  by  the  Board  as 
provided  in  section  404  (f),  require  bonds  of  such  of 
them  as  it  deems  advisable  and  fix  the  penalty  thereof, 
and  dismiss  any  of  such  officers  and  employees  at 
pleasure  and  appoint  others  to  fill  their  places ; 

(6)  to  adopt  bylaws  regulating  the  manner  in 
which  its  stock  shall  be  transferred,  its  officers  and  em¬ 
ployees  appointed,  its  property  transferred,  and  the 
privileges  granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies,  subject 
to  the  approval  of  the  Board ; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any 
property  (real,  personal,  or  mixed) ,  whenever  neces¬ 
sary  or  appropriate  in  carrying  out  its  lawful  functions; 

(9)  to  operate  in  such  area  or  areas  as  may  be 
specified  in  its  articles  of  incorporation  and  approved 
by  the  Board;  and 

(10)  to  exercise  all  of  the  powers  set  forth  in  this 
Act,  and  such  other  incidental  powers  as  may  be  reason- 
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ably  necessary  to  carry  on  the  business  for  which  the 

association  is  organized. 

BOAED  OF  DIRECTOES 

Sec.  404.  (a)  Each  association  shall  have  a  board  of 
directors  consisting  of  seven  members,  chosen  as  provided 
in  this  section,  who  shall  serve  for  concurrent  terms  of  two 
years  each. 

(b)  The  seven  directors  of  any  association  who  first 
take  office  after  the  approval  of  such  association’s  articles 
of  incorporation  shall  be  appointed  by  the  board  of  directors 
of  the  small  business  capital  bank  for  the  district  in  which 
the  association  is  located. 

(c)  At  the  expiration  of  the  two-year  term  of  the  di¬ 
rectors  appointed  under  subsection  (b) ,  and  every  two  years 
thereafter,  the  directors  of  the  association  shall  be  chosen 
as  follows:  Five  shall  be  elected  by  majority  vote  of  the 
stockholders  of  the  association,  and  two  shall  be  appointed 
by  the  board  of  directors  of  the  small  business  capital  bank 
for  the  district  in  which  the  association  is  located. 

(d)  Any  vacancy  that  may  occur  in  the  board  of 
directors  of  an  association  through  death,  resignation,  or 
other  cause  shall  be  filled  in  the  same  manner  as  in  the  case 
of  the  original  election  or  appointment,  and  the  new  direc¬ 
tor  thus  chosen  shall  serve  out  the  unexpired  portion  of 

8.3191 - 1 
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the  term.  Until  such  election  or  appointment  of  a  new 
director,  the  remaining  directors  shall  have  power  to  fill 
the  vacancy  for  the  time  being  by  appointing  a  temporary 
director  to  serve  until  the  next  meeting  of  the  stockholders, 
or  until  the  bank  for  the  district  can  act,  as  the  case  may 
be.  All  directors  shall  hold  office  until  their  successors  are 
chosen  and  have  qualified. 

(e)  The  board  of  directors  of  each  association  shall  from 
time  to  time  elect  a  president  and  vice  president  from 
among  its  number. 

(f)  The  directors  of  any  association,  and  all  officers 
thereof  except  the  secretary-treasurer,  shall  serve  as  such 
without  compensation  unless  the  payment  of  salaries  to  them 
is  approved  by  the  Board.  All  directors  and  officers  except 
the  secretary-treasurer  shall,  during  their  term  of  office,  be 
bona  fide  residents  of  the  area  within  which  the  association 
is  authorized  to  do  business,  and  shall  be  stockholders  of  the 
association. 

SECRETARY-TREASURER 

Sec.  405.  (a)  The  board  of  directors  of  each  association 
shall  choose,  in  such  manner  as  may  be  deemed  appropriate, 
a  secretary-treasurer,  who  shall  receive  such  compensation 
for  his  services  as  such  as  the  board  of  directors  shall 
determine. 

(b)  It  shall  be  the  duty  of  the  secretary-treasurer  of 
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each  association  to  act  as  custodian  of  its  funds  and  to  deposit 
such  funds  in  such  bank  as  the  board  of  directors  may  desig¬ 
nate.  He  shall  also  be  the  custodian  of  its  securities,  records, 
papers,  and  certificates  of  stock,  and  all  documents  relating 
to,  or  bearing  upon,  the  conduct  of  its  affairs.  He  shall  furnish 
a  suitable  surety  bond  to  be  prescribed  and  approved  by 
the  Board  for  the  proper  performance  of  his  duties  under  this 
Act,  which  shall  cover  prompt  collection  and  transmission  of 
funds.  He  shall  make  reports  to  the  Board  as  required  by 
it  upon  forms  to  be  provided  for  that  purpose.  Upon  request 
of  the  Board  he  shall  furnish  information  regarding  the  con¬ 
dition  of  the  association  for  which  he  is  acting,  and  he  shall 
carry  out  all  duly  authorized  orders  of  the  Board.  •  -/:l  ;  : 

PAYMENT  OF  EXPENSES  AND  SALARIES  : 

Sec.  406.  The  reasonable  expenses  of  the  secretary- 
treasurer  of  any  association  and  his  salary,  and  the  reason¬ 
able  expenses  of  the  other  officers  and  agents  of  the  associa¬ 
tion  (and  their  salaries  when  payable  as  provided  in  sec¬ 
tion  404  (f)  ) ,  shall  be  paid  from  the  general  funds  of  the 
association,  and  the  board  of  directors  of  the  association 
is  authorized  to  set  aside  such  sums  as  it  deems  requisite  for 
that  purpose  and  for  other  expenses  of  the  association. 
When  no  such  funds  are  available,  the  board  of  directors 
may  levy  an  assessment  on  the  members  of  the  association 
in  proportion  to  the  amount  of  the  stock  of  the  association 
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4  held  by  each,  which  may  be  repaid  as  soon  as  funds  are 

2  available,  or  it  may  secure  an  advance  from  the  bank  of  its 

3  district,  to  be  repaid  with  interest  at  the  rate  of  6  per  centum 

4  a  year,  from  dividends  belonging  to  the  association.  Each 

5  bank  is  authorized  to  make  such  advances  and  to  deduct  such 
5  repayments. 

7  CAPITAIi  STOCK 

8  Sec.  407.  (a)  Each  association  shall  have  a  paid-in 

9  capital  and  surplus  equal  to  a  least  $500,000  before  it  may 
40  commence  business.  In  order  to  facilitate  the  formation  of 
44  such  associations,  each  small  business  capital  bank  is  author- 

42  ized  and  directed,  notwithstanding  any  other  provision  of 

43  law,  to  invest  in  the  shares  of  stock  of  one  or  more  associa- 

44  tions,  investing  at  least  $250,000  in  the  shares  of  stock  of 

45  each  such  association,  but  with  a  view  to  the  ultimate  dis- 
16  posal  of  such  stock  to  private  investors  described  in  sub- 

47  section  (b) . 

48  (b)  The  shares  of  stock  in  any  association  shall  be 

49  eligible  at  any  time  for  purchase  by  any  small-business 
20  concern  located  and  doing  business  in  the  trading  area  in 
24  which  such  association  is  located. 

22  (c)  The  aggregate  amount  of  shares  in  any  association 

23  or  associations  which  may  be  owned  or  controlled  by  any 

24  stockholder,  or  by  any  group  or  class  of  stockholders,  may 

25  be  limited  by  the  Board ;  and  no  one  stockholder,  other  than 
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1  a  small  business  capital  bank,  shall  at  any  time,  own  or 

2  control  more  than  10  per  centum  of  the  total  outstanding 

3  shares  of  any  such  association. 

4  BORROWING  POWER 

5  Sec.  408.  (a)  Each  association  shall  have  authority  to 

6  borrow  money  from  the  bank  of  its  district  and  to  issue 

7  therefor  its  debentures,  bonds,  promissory  notes,  or  other 

8  obligations  under  such  general  conditions  and  subject  to  such 

9  limitations  and  regulations  as  the  Board  may  prescribe. 

10  (b)  In  addition  to  the  borrowing  authority  provided  by 

11  subsection  (a),  each  association  shall  have  authority  to 

12  obtain  funds  from  the  bank  of  its  district  through  the  sale 

13  to  such  bank  of  its  debenture  bonds,  which  shall — 

14  (1)  bear  interest  at  such  rate,  and  contain  such 

15  other  terms,  as  such  bank  may  fix  with  the  approval 

16  of  the  Board; 

17  (2)  be  callable  on  any  interest  payment  date,  upon 

18  three  months’  notice,  at  par  plus  accrued  interest;  and 

19  (3)  be  convertible  on  any  interest  payment  date 

20  prior  to  retirement  or  maturity,  at  the  option  of  such 

21  bank,  into  stock  of  the  association  at  the  rate  of  one 

22  share  of  $50  par  value  common  stock  and  one  share  of 

23  $50  par  value  7  per  centum  preferred  stock  for  each 

24  $100  (or  fraction  thereof)  of  the  face  value  of  the 
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debenture  bond  or  bonds  converted;  and  the  right  of 
conversion  may  be  exercised  by  the  bank  with  respect 
to  any  one  or  more  debenture  bonds  without  exercising 
such  right  with  respect  to  other  such  bonds  held  by  it. 
(c)  Each  association  shall  also  have  authority  to  obtain 
funds  from  the  bank  of  its  district  by  transferring  or  obli¬ 
gating  to  such  bank,  under  a  proper  power  of  attorney,  its 
interest  in  and  to  any  income  debenture  bonds  or  other 
bonds,  mortgages,  promissory  notes,  preferred  stock  or  other 
capital  shares  of  business  enterprises,  or  other  obligations  or 
securities  acquired  and  held  by  it  in  the  performance  of  its 
functions  under  this  Act. 

INVESTMENT  BY  ASSOCIATIONS  IN  STOCK  OF  BANKS 
Sec.  409.  Whenever  a  bank  advances  funds  to  an  associa¬ 
tion  under  this  Act,  such  association  shall  be  required  to  be- 
come  a  stockholder-proprietor  of  .the  bank  by  investing  in  the 
capital  stock  of  the  bank  in  an  amount  equal  to  5  per  centum 
of  the  amount  of  the  funds  so  advanced. 

USE  OF  SEEVICES  OF  PUBLIC  AGENCIES  AND  PRIVATE 
FINANCIAL  INSTITUTIONS 

Sec.  410.  (a)  Each  association  may  make  use  of  ad¬ 
visory  services  of  departments  and  agencies  of  the  Federal 
Government  which  are  available  for  and  useful  to  industrial 
and  commercial  businesses,  and  may  provide  small-business 
concerns  with  consulting  and  advisory  services  on  a  fee  basis 
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and  have  on  its  staff  persons  competent  to  provide  such 
services. 

(b)  When  practicable  the  operations  of  an  association 
may  be  undertaken  in  cooperation  with  commercial  banks 
and  other  private  financial  institutions,  and  any  investiga¬ 
tions  or  other  activities  required  in  connection  with  its  opera¬ 
tions  under  this  Act  may  under  regulations  of  the  Board  be 
handled  through  such  institutions  on  a  fee  basis. 

DISPOSITION  OF  FUNDS  HELD  BY  ASSOCIATIONS 
Sec.  411.  (a)  Subject  to  the  supervision  and  direction 
of  the  Board,  any  small  business  capital  bank  is  authorized 
to  act  as  a  depository  or  fiscal  agent  for  any  association. 

(b)  Any  association  may  invest  funds  not  reasonably 
needed  for  its  current  operations  in  direct  obligations  of,  or 
obligations  guaranteed  as  to  principal  and  interest  by,  the 
United  States. 

EXAMINATIONS 

Sec.  412.  Each  association  shall  be  subject  to  examina¬ 
tions  made  under  the  direction  of  the  Board  by  examiners 
selected  or  approved  by  the  Board,  and  the  cost  of  such 
examinations,  including  the  compensation  of  the  examiners, 
may  in  the  discretion  of  the  Board  be  assessed  against  the 
association  examined  and  when  so  assessed  shall  be  paid  by 
such  association. 
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1  REPORTS 

2  Sec.  413.  Each  association  shall  make  such  reports  to 

3  the  Board,  at  such  times  and  in  such  form,  as  the  Board  may 

4  require. 

5  DISSOLUTION 

6  Sec.  414.  Should  any  association  violate  or  fail  to  com- 

7  ply  with  any  of  the  provisions  of  this  Act  or  of  regulations 

8  prescribed  hereunder  by  the  Board,  it  may  be  dissolved 

9  and  all  of  its  rights  and  privileges  forfeited.  Before  any 

10  association  shall  be  declared  dissolved  and  its  rights  and 

11  privileges  forfeited,  however,  the  noncompliance  with  or 

12  violation  of  this  Act  shall  be  determined  and  adjudged  by  a 

13  court  of  the  United  States  of  competent  jurisdiction  in  a  suit 

14  brought  for  that  purpose  by  the  United  States  at  the  instance 

15  of  the  Board  or  the  Attorney  General  in  the  district  in  which 

16  the  association  is  located. 

17  DISCLAIMER  OF  UNITED  STATES  LIABILITY  ON  ASSOCIATION 

18  OBLIGATIONS  AND  SECURITIES 

19  Sec.  415.  Nothing  in  this  Act  or  in  any  other  provision 

20  of  law  shall  be  deemed  to  impose  any  liability  on  the  United 

21  States,  or  on  the  Board  or  any  small  business  capital  bank, 

22  with  respect  to  any  obligations  entered  into  or  securities 

23  issued  by  an  association. 
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EXEMPTIONS  FOE  ASSOCIATION  SECURITIES 

Sec.  416.  (a)  Section  3  of  the  Securities  Act  of  1933 
{15  U.  S.  C.,  sec.  77c)  is  amended  by  adding  at  the  end 
thereof  the  following  new  subsection: 

“  (c)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  anj^  class  of  securities 
issued  by  a  small  business  investment  association  under  the 
Small  Business  Capital  Bank  Act  if  it  finds,  having  regard 
for  the  purposes  of  that  Act,  that  the  enforcement  of  this 
Act  with  respect  to  such  securities  is  not  necessary  in  the 
public  interest  and  for  the  protection  of  investors.” 

(b)  Section  304  of  the  Trust  Indenture  Act  of  1939 
(15  TJ.  S.  C.,  sec.  77ddd)  is  amended  by  adding  at  the 
end  thereof  the  following  new  subsection: 

“  (e)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  association  under  the 
Small  Business  Capital  Bank  Act  if  it  finds,  having  regard 
to  the  purposes  of  that  Act,  that  the  enforcement  of  this 
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Act  with  respect  to  such  securities  is  not  necessary  in  the 
public  interest  and  for  the  protection  of  investors.” 

LIABILITY  OF  ASSOCIATIONS  FOB  FEDERAL  INCOME  TAX 

Sec.  417.  (a)  Section  851  (a)  of  the  Internal  Rev¬ 
enue  Code  of  1954  (relating  to  general  rule  for  definition 
of  regulated  investment  company)  is  amended  by  striking 
out  the  period  at  the  end  of  paragraph  (2)  and  inserting 
in  lieu  thereof  or”,  and  by  adding  after  paragraph  (2) 
the  following  new  paragraph: 

“(3)  which  is  a  small  business  investment  associa¬ 
tion  organized  under  title  IV  of  the  Small  Business 

Capital  Bank  Act.” 

(b)  Section  851  (b)  (2)  of  such  Code  (relating  to 
limitations  applicable  to  definition  of  regulated  investment 
company)  is  amended  by  inserting  after  “90  percent”  the 
following:  “(75  percent  in  the  case  of  a  corporation  de¬ 
scribed  in  subsection  (a)  (3)  ) 

(c)  (1)  The  heading  of  section  851  (e)  of  such  Code 
(relating  to  investment  companies  furnishing  capital  to  de¬ 
velopment  corporations)  is  amended  by  inserting  “or  to 
Small  Business  Concerns”  after  “Development  Cor¬ 
porations”. 

( 2 )  Paragraph  ( 1 )  of  such  section  851  ( e )  is  amended 
by  inserting  after  “generally  available,”  the  following:  “or 
if  such  investment  company  is  a  small  business  investment 
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association  which  was  organized  under  title  IV  of  the  Small 
Business  Capital  Bank  Act  and  which  has  not  been  exempted 
under  subsection  (f)  from  the  limitations  of  subsection 
(b)  (4),”. 

(3)  The  heading  of  paragraph  (3)  of  such  section 
851  (e)  is  amended  by  inserting  “in  the  case  of  com¬ 
panies  FURNISHING  CAPITAL  TO  DEVELOPMENT  CORPORA¬ 
TIONS”  after  “status”. 

(d)  Section  851  of  such  Code  is  further  amended  by 
adding  at  the  end  thereof  the  following  new  subsection: 

“(f)  Exemption  of  Small  Business  Investment 
Associations  From  Limitations  of  Subsection 
(b)  (4). — If  the  Small  Business  Capital  Bank  Board 
determines  that  it  is  necessary  and  appropriate  to  the  ac¬ 
complishment  of  the  purposes  of  the  Small  Business  Capital 
Bank  Act  that  any  or  all  of  the  small  business  investment 
associations  formed  under  title  IV  of  such  Act  be  exempt 
from  the  requirements  of  subsection  (b)  (4)  of  this  Act, 
it  shall  certify  such  determination  to  the  Secretary  or  his 
delegate  and,  in  such  event,  the  limitations  prescribed  in 
subsection  (b)  (4)  shall  not  apply  to  such  association  or 
associations.” 

(e)  (1)  Section  852  (a)  of  such  Code  (relating  to 
requirements  applicable  to  taxation  of  regulated  investment 
companies)  is  amended  by  adding  at  the  end  thereof  the 


3 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


36 


following:  “The  investment  company  taxable  income  of  a 
regulated  investment  company  which  is  a  small  business 
investment  association  organized  under  title  IV  of  the  Small 
Business  Capital  Bank  Act  shall,  for  purposes  of  paragraph 
( 1 ) ,  be  increased  by  the  amounts  described  in  subsection 
(d)  (3)  (D)  and  decreased  by  the  amounts  described  in 
subsection  (d)  (5)  (B) 

(2)  Section  852  of  such  Code  is  further  amended  by 
adding  at  the  end  thereof  the  following  new  subsection: 

“(d)  Small  Business  Investment  Association 
Reserve. — 

/ 

“(1)  Reserve  generally. — A  regulated  invest¬ 
ment  company  which  is  a  small  business  investment 
association  formed  under  title  IV  of  the  Small  Business 
Capital  Bank  Act  ma}T,  under  regulations  prescribed 
by  the  Secretary  or  his  delegate,  establish  and  maintain 
a  reserve  subject  to  the  limitations  provided  in  this 
subsection. 

“(2)  Limitation  on  reserve. — The  amount  of 
the  reserve  shall  not  at  any  time  exceed  the  lesser  of — 
“(A)  50  percent  of  the  invested  capital  of  the 
company  as  defined  in  paragraph  (7),  or 

“(B)  the  accumulated  earnings  and  profits 
determined  as  of  the  close  of  the  taxable  year. 

“  (3)  Charges  to  reserve. — The  reserve  shall  be 
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charged  as  of  the  end  of  the  taxable  year  (whether  or 
not  such  charge  produces  a  minus  amount  in  the  reserve) 
with  the  following: 

“(A)  the  net  capital  loss  for  the  taxable  year 
(as  defined  in  section  1222  (10) )  ; 

“(B)  the  net  operating  loss  for  the  taxable 
year  (as  defined  in  section  172  (c) )  ; 

“(C)  the  Federal  income  taxes  attributable  to 
the  amount  added  to  the  reserve  under  paragraph 
(5)  ;  and 

“(D)  such  amount  as  may  be  necessary  by 
reason  of  the  limitation  provided  in  paragraph  (2) . 
“(4)  Manadatory  additions  to  the  re¬ 
serve. — There  shall  be  added  to  the  reserve  as  of  the 
close  of  the  taxable  year  the  following : 

“  (A)  an  amount  equal  to  the  excess  of  the  net 
capital  gain  for  the  taxable  year  computed  without 
regard  to  section  1212  (relating  to  capital  loss 
carryover)  over  the  net  capital  gain  for  the  taxable 
year;  and 

“(B)  an  amount  equal  to  the  excess  of  the  tax¬ 
able  income  for  the  taxable  year  computed  without 
regard  to  section  172  (relating  to  the  net  operating 
loss  deduction)  over  the  taxable  income  for  the  tax¬ 
able  year. 
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“(5)  Discretionary  addition  to  the  re¬ 
serve. — In  any  year  in  which  an  amount  (other  than 
the  amount  described  in  paragraph  (4)  )  is  added  to 
the  reserve,  the  company  shall,  in  the  computation  of 
its  investment  company  taxable  income  be  allowed — 
“  (A)  a  deduction  equal  to  such  amount  of  the 
addition  to  the  reserve  as  does  not  cause  the  aggre¬ 
gate  amount  of  the  reserve  (including  such  addi¬ 
tion)  to  exceed  20  percent  of  the  invested  capital 
of  the  company  as  defined  in  paragraph  (7)  ;  and 
“(B)  the  deduction  for  dividends  received  pro¬ 
vided  in  section  243  but  such  deduction  shall  not 
exceed  85  percent  of  the  portion  of  amounts  added 
to  the  reserve  under  this  paragraph  which  is  not 
deductible  from  investment  company  taxable  in¬ 
come  under  subparagraph  (A). 

“  ( 6 )  Reduction  of  termination  of  reserve  — 
In  the  event  of  a  reduction  or  termination  of  the  reserve 
in  connection  with  a  partial  or  complete  liquidation 
of  the  company  ( or  of  any  company  to  which  the  reserve 
has  been  transferred  in  an  exchange  upon  which  gain 
was  not  recognized  by  reason  of  any  provision  of  this 
subtitle) ,  the  gain  realized  by  a  stockholder  upon  any 
such  liquidation  shall,  to  the  extent  of  the  pro  rata  share 
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of  the  reserve,  be  considered  as  a  gain  from  the  sale 
or  exchange  of  property  held  for  less  than  six  months. 

“(7)  Invested  capital— For  purposes  of  para¬ 
graph  (2),  the  term  ‘invested  capital’  means  the  sum, 
determined  as  of  the  close  of  the  taxable  year,  of — 

“(A)  the  amount  of  money  or  property  (in¬ 
cluded  in  an  amount  equal  to  its  unadjusted  basis 
without  regard  to  the  value  of  the  property  as  of 
March  1,  1913,  except  that  if  such  basis  is  a  substi¬ 
tuted  basis,  it  shall  be  adjusted,  with  respect  to  the 
period  before  the  property  was  paid  in,  by  an  amount 
equal  to  adjustments  proper  under  section  312  (f) 
for  determining  earnings  and  profits)  previously 
paid  in  for  stock,  or  as  paid-in  surplus  or  as  a 
contribution  to  capital,  reduced  by  the  amount 
of  distributions  not  out  of  earnings  and  profits  in 
the  year  of  distribution  and  not  out  of  accumulated 
earnings  and  profits;  and 

“(B)  the  amount  of  the  outstanding  indebt¬ 
edness  (not  including  interest)  of  the  company 
which  is  evidenced  by  a  bond,  note,  bill  of  exchange, 
debenture,  certificate  of  indebtedness,  mortgage,  or 
deed  of  trust,  except  that  indebtedness  not  repre¬ 
sented  by  a  bond  or  debenture  shall  not  be  included 
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in  excess  of  an  amount  equal  to  the  average  daily 
amount  of  indebtedness  not  so  represented  which 
was  outstanding  during  the  taxable  year.” 

(f)  The  amendments  made  by  this  section  shall  apply 
only  with  respect  to  taxable  years  ending  on  or  after  De¬ 
cember  31,  1958. 

STATE  AND  LOCAL  TAXATION  OF  ASSOCIATIONS 
Sec.  418.  Each  association,  including  its  franchise, 
capital,  reserves,  and  surplus,  its  income,  its  real  property, 
its  tangible  and  intangible  personal  property,  and  its  obli¬ 
gations  (both  as  to  principal  and  income  derived  therefrom) , 
shall  be  subject  to  taxation,  in  the  same  manner  and  to  the 
same  extent  as  a  State-chartered  institution  of  similar  char¬ 
acter,  by  any  State,  county,  municipality,  or  local  taxing  au¬ 
thority;  and  its  real  property  shall  be  subject  to  special  as¬ 
sessments  for  local  improvements. 

TITLE  V— PROVISION  OF  ASSISTANCE  TO  SMALL- 

BUSINESS  CONCERNS 

STANDARDS  OF  ELIGIBILITY  FOR  ASSISTANCE 

Sec.  501.  The  Board  shall  promulgate  standards  to  de¬ 
termine  the  eligibility  of  small-business  concerns  for  the 
assistance  provided  by  this  Act.  In  promulgating  such 
standards,  which  may  differ  according  to  the  type  of  assist- 
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ance  involved  and  any  other  relevant  factors,  the  Board  shall 
give  consideration  to — 

(1)  the  need  to  promote  the  development  and 
growth  of  small-business  concerns  so  as  to  enable  them 
to  make  their  maximum  contribution  to  productive  in¬ 
vestment  and  employment  and  to  the  economic  stability 
and  growth  of  the  Nation; 

(2)  the  need  to  make  capital  for  such  concerns 
more  readily  available  in  adequate  amounts  and  on 
reasonable  terms; 

(3)  the  need  to  facilitate  maximum  participation  of 
private  financial  institutions  and  investors  in  financing 
these  concerns;  and 

(4)  the  need  to  supplement  the  existing  facilities 
of  banks  and  other  private  financial  institutions  through 
the  program  of  assistance  provided  under  this  Act. 

PROVISION  OF  EQUITY  CAPITAL  FOR  SMALL-BUSINESS 

CONCERNS 

Sec.  502.  (a)  It  shall  be  the  primary  function  of  each 
small  business  investment  association  to  provide  a  source 
of  needed  equity  capital  for  incorporated  small-business  con¬ 
cerns  which  are  located  within  its  district,  and  which  meet 
the  standards  of  eligibility  promulgated  by  the  Board  under 
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section  501,  by  advancing  funds  to  such  concerns  in  the 
manner  and  subject  to  the  conditions  described  in  this  section. 

(b)  Funds  shall  be  advanced  by  an  association  to  a 
small-business  concern  only  through  the  purchase  of  deben¬ 
ture  bonds  (of  such  concern)  which  shall — 

(1)  bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  such  association  may  fix  with  the  ap¬ 
proval  of  the  Board; 

(2)  be  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest;  and 

(3)  be  convertible  on  any  interest  payment  date 
prior  to  maturity  (unless  previously  called) ,  at  the 
option  of  the  association,  into  stock  of  such  concern  at 
the  rate  of  one  share  of  $50  par  value  common  stock 
and  one  share  of  $50  par  value  7  per  centum  preferred 
stock  for  each  $100  (or  fraction  thereof)  of  the  face 
value  of  the  debenture  bond  or  bonds  converted;  and 
the  right  of  conversion  may  be  exercised  by  the  associa¬ 
tion  with  respect  to  any  one  or  more  debenture  bonds 
without  exercising  such  right  with  respect  to  other  such 
bonds  of  the  same  concern  held  by  the  association. 

(c)  Before  any  funds  are  advanced  by  an  association  to 
a  small-business  concern  under  this  section — 

( 1 )  the  association  may  require  such  concern  to  re¬ 
finance  any  or  all  of  its  outstanding  indebtedness  so  that 
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1  the  association  is  the  only  holder  of  any  evidence  of 

2  indebtedness  of  such  concern;  and 

3  (2)  such  concern  shall  agree  that  it  will  not  there- 

4  after  incur  any  indebtedness  without  first  securing  the 

5  approval  of  the  association  and  giving  the  association 

6  the  first  opportunity  to  finance  such  indebtedness. 

7  (d)  Without  the  approval  of  the  Board,  the  aggregate 

8  amount  of  obligations  and  securities  of  any  one  small  business 

9  concern  which  may  be  acquired  and  held  by  an  association 

10  at  any  one  time  shall  not  exceed  whichever  of  the  following 

11  is  the  larger: 

12  (1)  $1,000,000;  or 

13  (2)  33-g-  per  centum  of  the  combined  capital  and 

14  surplus  of  the  association. 

15  (e)  Whenever  an  association  advances  funds  to  a  small- 

16  business  concern  under  this  section,  such  concern  shall  be 

17  required  to  become  a  stockholder-proprietor  of  the  associa- 

18  tion  by  investing  in  the  capital  stock  of  the  association  in 

19  an  amount  equal  to  5  per  centum  of  the  amount  of  the  funds 

20  so  advanced. 

21  LONG-TERM  LOANS  TO  SMALL  BUSINESS  CONCERNS 

22  Sec.  503.  (a)  Each  bank  is  authorized  to  make  loans, 

23  in  the  manner  and  subject  to  the  conditions  described  in  this 

24  section,  to  incorporated  and  unincorporated  small-business 

25  concerns  which  are  located  in  its  district,  and  which  meet 
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the  standards  of  eligibility  promulgated  by  the  Board  under 
section  501,  in  order  to  provide  such  concerns  with  funds 
needed  for  sound  financing,  growth,  modernization,  and  ex¬ 
pansion. 

(b)  Loans  made  under  this  section  may  be  made  di¬ 
rectly,  or  in  cooperation  with  commercial  lending  institu¬ 
tions  through  agreements  to  participate  on  an  immediate  or 
deferred  basis. 

(c)  No  financial  assistance  shall  be  extended  under 
this  subsection  unless  the  financial  assistance  needed  is  not 
otherwise  available  to  the  small-business  concern  on  reason¬ 
able  terms.  No  immediate  participation  may  be  purchased 
unless  it  is  shown  that  a  deferred  participation  is  not  avail¬ 
able;  and  no  direct  loan  may  be  made  unless  it  is  shown 
that  a  participation  is  not  available.  Any  participation  by 
a  bank  on  a  deferred  basis  shall  not  be  in  excess  of  90  per 
centum  of  the  balance  of  the  loan  outstanding  at  the  time 
of  disbursement  by  the  bank. 

(d)  The  rate  of  interest  for  the  bank’s  share  of  any 
loan  made  under  this  section  shall  be  no  more  than  5  per 
centum  per  annum,  and  shall  not  he  more  than  the  rate 
prevailing  within  the  district  where  the  bank  is  located  if 
such  prevailing  rate  (at  the  time  of  disbursement  by  the 
bank)  is  less  than  5  per  centum  per  annum. 

(e)  Loans  made  under  this  section  shall  have  a  matu- 
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rity  not  exceeding  thirty  years;  except  that  a  loan  made 
under  this  section  for  the  purpose  of  construction,  conversion, 
or  expansion  of  facilities  may  have  a  maturity  of  thirty  years 
plus  such  additional  period  as  is  estimated  by  the  bank 
making  the  loan  to  be  required  to  complete  such  construc¬ 
tion,  conversion,  or  expansion. 

(f)  All  loans  made  under  this  section  shall  be  of  such 
sound  value,  or  so  secured,  as  reasonably  to  assure  repay¬ 
ment. 

(g)  Any  bank  which  has  made  a  loan  to  a  small-busi¬ 
ness  concern  under  this  section  is  authorized  to  extend  the 
maturity  of  or  renew  such  loan  for  additional  periods  not 
exceeding  ten  years  if  the  bank  finds  that  such  extension 
or  renewal  will  aid  in  the  orderly  liquidation  of  such  loan. 
ASSISTANCE  THROUGH  PRIVATE  INVESTMENT  COMPANIES 

AND  STATE  AND  LOCAL  DEVELOPMENT  CORPORATIONS 

Sec.  504.  (a)  In  addition  to  providing  financial  assist¬ 
ance  for  small-business  concerns  by  advancing  funds  to 
associations  and  making  long-term  loans  to  such  concerns 
as  otherwise  provided  in  this  Act,  each  bank,  subject  to 
regulations  of  the  Board,  is  authorized  to  advance  funds  to 
investment  companies  (both  open-end  and  closed-end)  in 
its  district  which  are  in  existence  on  the  date  of  the  enact¬ 
ment  of  this  Act,  and  to  State  and  local  development  cor¬ 
porations  in  its  district  whether  in  existence  on  such  date 
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1  or  formed  after  such  date,  on  condition  that  such  funds  be 

2  used  only  to  supply  equity  capital  to  small-business  concerns 

3  in  such  district  in  a  manner  which  will  assist  in  carrying 

4  out  the  purpose  of  this  Act.  Any  funds  advanced  to  a 

5  financial  institution  under  this  subsection  shall  be  in  exchange 

6  for  convertible  debenture  bonds  of  such  institution  having 

7  the  same  terms  and  conditions  as  the  debenture  bonds  of 

8  associations  described  in  section  408  (b) ,  and  funds  may  be 

9  so  advanced  without  regard  to  the  use  and  investment  by 

10  such  institution  of  funds  secured  by  it  from  other  sources. 

11  (b)  Whenever  a  bank  advances  funds  to  a  financial  in- 

12  stitution  under  subsection  (a) ,  such  institution  shall  be  re- 

13  quired  to  become  a  stockholder-proprietor  of  such  bank  by 

14  investing  in  the  capital  stock  of  such  bank  in  an  amount 
1^  equal  to  5  per  centum  of  the  amount  of  the  funds  so 
lb  advanced. 

IT  (c)  A  bank  may  acquire  and  hold  stock  in  one  or  more 

18  financial  institutions  through  conversion  of  the  debenture 

19  bonds  of  such  institutions  under  subsection  (a) ,  and  a 

20  financial  institution  may  acquire  and  hold  stock  of  a  bank 

21  under  subsection  (b),  without  regard  to  any  limitation  (in 

22  section  12  of  the  Investment  Company  Act  of  1940  or  in  any 

23  other  law  of  the  United  States)  upon  the  right  of  such  bank 

24  or  institution  to  acquire  and  hold  such  stock  or  the  amount  of 

25  such  stock  which  may  be  so  acquired  and  held. 
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(d)  As  used  in  subsection  (a)  — 

(1)  the  term  “investment  companies”  means  in¬ 
vestment  companies  as  defined  in  section  3  of  the  Invest¬ 
ment  Company  Act  of  1940  which  are  subject  to  the 
provisions  of  that  Act;  and 

(2)  the  term  “State  and  local  development  cor¬ 
porations”  means  enterprises  incorporated  under  State 
law  for  the  primary  purpose  of  promoting  and  assisting 
the  growth  and  development  of  small  business  concerns 
in  the  areas  covered  by  their  operations. 

TITLE  VI— MISCELLANEOUS 

CRIMINAL  PENALTIES 

Sec.  601.  (a)  The  first  paragraph  of  section  217  of  title 
18,  United  States  Code,  is  amended  by  inserting  after  “farm 
credit  examiner,”  the  following:  “or  of  any  small  business  * 
capital  bank  or  small  business  investment  association,”. 

(b)  Section  218  of  such  title  is  amended  by  inserting 
after  “National  Agricultural  Credit  Corporations,”  the  fol¬ 
lowing:  “or  an  examiner  of  small  business  capital  banks  or 
small  business  investment  associations,”. 

(c)  (1)  The  first  paragraph  of  section  221  of  such  title 
is  amended  by  inserting  after  “United  States,”  the  following: 
“or  a  small  business  investment  association  or  small  business 
capital  bank,”. 

(2)  The  second  paragraph  of  such  section  221  is 
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1  amended  by  inserting  after  “Congress,”  the  following:  “or 

2  any  small  business  capital  bank  or  small  business  investment 

3  association,”. 

4  (3)  The  heading  of  such  section  221  is  amended  by 

5  striking  out  “farm  loan  or  land  bank”  and  inserting  in  lieu 

6  thereof  “farm  loan,  land  bank,  or  small  business”. 

7  (4)  The  table  of  sections  for  chapter  11  of  such  title 

8  18  is  amended  by  striking  out  “farm  loan  or  land  bank”  in 

9  the  reference  to  section  221  and  inserting  in  lieu  thereof 
10  “farm  loan,  land  bank,  or  small  business”. 

H  (d)  Section  657  of  such  title  is  amended  by  inserting 

12  after  “Federal  Savings  and  Loan  Insurance  Corporation,” 

13  the  following:  “or  any  small  business  capital  bank  or  small 

14  business  investment  association,”. 

15  (e)  Section  1006  of  such  title  is  amended  by  inserting 

16  after  “Federal  Savings  and  Loan  Insurance  Corporation,” 

17  the  following:  “or  any  small  business  capital  bank  or  small 

18  business  investment  association,”. 

19  (f)  Section  1014  of  such  title  is  amended  by  inserting 

20  after  “a  Federal  Reserve  bank,”  the  following:  “or  of  a 

21  small  business  capital  bank  or  a  small  business  investment 

22  association,”. 
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INJUNCTIVE  RELIEF 

Sec.  602.  Whenever  in  the  judgment  of  the  Board  any 
person  has  engaged  or  is  about  to  engage  in  any  acts  or 
practices  which  constitute  or  will  constitute  a  violation  of 
any  provision  of  this  Act  or  of  any  regulation  prescribed  by 
the  Board  under  this  Act,  the  Board  may  make  application 
to  the  proper  district  court  of  the  United  States,  or  the 
United  States  court  of  any  Territory  or  other  place  subject 
to  the  jurisdiction  of  the  United  States,  for  an  order  enjoin¬ 
ing  such  acts  or  practices,  or  for  an  order  enforcing  compli¬ 
ance  with  such  provision,  and  such  courts  shall  have  juris¬ 
diction  of  such  actions  and  upon  a  showing  by  the  Board 
that  such  person  has  engaged  or  is  about  to  engage  in  any 
such  acts  or  practices  a  permanent  or  temporary  injunction, 
restraining  order,  or  other  order  shall  be  granted  without 
bond. 
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85th  CONGKESS 
2d  Session 


S.  3643 


IN  THE  SENATE  OF  THE  UNITED  STATES 

April  21, 1958 

Mr.  Thye  (for  himself,  Mr.  Payne,  Mr.  Allott,  Mr.  Beall,  Mr.  Mundt,  Mr. 
Carlson,  Mr.  Javits,  and  Mr.  Young)  introduced  the  following  bill ;  which 
was  read  twice  and  referred  to  the  Committee  on  Banking  and  Currency 

im  u  »  >:  Ox 


A  BILL 

To  provide  financial  assistance  to  small-business  concerns 
through  private  (local)  or  State  development  credit  cor¬ 
porations,  to  establish  small-business  investment  associations, 
to  make  equity-type  capital  available  through  funds  provided 
by  the  Small  Business  Administration,  and  for  other 
purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  TITLE  I— TITLE,  POLICY,  PURPOSE,  AND 

4  DEFINITIONS 

5  TITLE 

6  Sec.  101.  This  Act  may  be  cited  as  the  “Small 

7  Business  Capital  Act  of  1958”. 
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DECLARATION  OF  POLICY 

Sec.  102.  It  is  the  policy  of  the  Congress  to  foster  the 
growth,  independence,  and  stability^  of  small  business  in 
this  country  in  order  to  preserve  a  sound  national  economy. 

To  effectuate  such  policy  in  a  changing  econonry  requires 
the  enactment  by  Congress  from  time  to  time  of  legislation 
to  meet  the  changing  needs  of  small  business. 

It  is  hereby  declared  to  be  the  policy  of  the  Congress 
to  provide  the  small-business  concerns  of  the  United  States 
with  an  additional  source  of  equity  capital  and  thereby  to 
promote  their  growth  and  development  in  the  interest  of  a 
sound  national  economy :  Provided,  however,  That  this  policy 
shall  be  carried  out  in  such  manner  as  to  insure  the  maximum 
participation  of  private  financing  sources. 

STATEMENT  OF  PURPOSE 

Sec.  103.  The  Congress  finds  that  the  small-business 
concerns  of  the  United  States  are  in  need  of  additional  equity 
capital  to  finance  their  growth  and  development. 

The  Congress  further  finds  that  private  (local)  and 
State  development  credit  corporations  should  be  encouraged 
and  are  in  need  of  supplemental  financial  assistance. 

The  purpose  of  this  Act  is  to  provide  promptly  such 


capital  and  assistance. 
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DEFINITIONS 

Sec.  104.  As  used  in  this  Act — 

(1)  “State”  shall  have  reference  to  and  include  the 
several  States,  the  Territories  of  Alaska  and  Hawaii,  the 
District  of  Columbia,  and  the  Commonwealth  of  Puerto  Rico. 

(2)  “Small  Business  Act”  shall  mean  the  Small  Busi¬ 
ness  Act  of  1953,  as  amended. 

(3)  “Administrator”  means  the  Administrator  of  the 

-  « 

Small  Business  Administration,  referred  to  in  the  Small 
Business  Act. 

(4)  “Administration”  means  the  Small  Business  Ad¬ 
ministration,  created  by  the  Small  Business  Act. 

TITLE  II— AUTHORIZATION  FOR  FUNDS 

Sec.  201.  Subsection  (b)  of  section  204  of  the  Small 
Business  Act  is  hereby  amended  as  follows : 

(1)  The  figure  “$530,000,000”  shall  be  deleted  wher¬ 
ever  it  appears  in  such  subsection  and  in  lieu  thereof  there 
shall  be  substituted  the  figure  “$750,000,000”. 

(2)  The  word  and  reference  “and  (b)  (3)  ”  at  the  end 

of  the  fourth  sentence  in  such  subsection  shall  be  deleted 
and  in  lieu  thereof  there  shall  be  substituted  following  the 
references,  word  and  punctuation:  “(h)  (3),  (c),  (d), 

and  (e) ”. 
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1  (3)  The  figure  “$305,000,000”  appearing  in  the  fifth 

2  sentence  in  such  subsection  shall  be  deleted  and  in  lieu 

3  thereof  there  shall  be  substituted  the  figure  “$525,000,000”. 

4  Further,  the  period  at  the  end  of  such  sentence  shall  be  de- 

5  leted  and  there  shall  be  inserted  the  following  additional 

6  references:  “,  (c),  (d),and  (e)”. 

7  TITLE  III— SECURED  LOANS  TO  PRIVATE 

8  (LOCAL)  OR  STATE  DEVELOPMENT  CREDIT 

9  CORPORATIONS 

10  Sec.  301.  Section  207  of  the  Small  Business  Act  is 

11  hereby  amended  by  adding  the  following  new  subsection: 

12  “(c)  The  Administration  is  empowered  to  make  loans 

13  •  for  plant  construction,  conversion  or  expansion,  including  the 

14  acquisition  of  land,  to  private  (local)  or  State  development 

15  credit  corporations  formed  to  assist,  develop,  and  expand  the 

16  economy  of  an  area,  and  such  loans  may  be  made  or  effected 

17  either  directly  or  in  cooperation  with  banks  or  other  lending 

18  institutions  through  agreements  to  participate  on  an  imme- 

19  diate  or  deferred  basis:  Provided,  however,  That  the  fore- 

20  going  powers  shall  be  subject  to  the  following  restrictions  and 

21  limitations : 

22  “(1)  No  financial  assistance  shall  be  extended  by  the 

23  Administration  pursuant  to  this  subsection  unless  the  financial 

24  assistance  applied  for  is  not  otherwise  available  on  reason- 

25  able  terms  and  all  loans  made  shall  be  so  secured  as  reason- 
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ably  to  assure  repayment;  no  immediate  participation  may 
be  purchased  unless  it  is  shown  that  a  deferred  participation 
is  not  available ;  and  no  loan  may  be  made  unless  it  is  shown 
that  a  participation  is  not  available.  In  agreements  to  par¬ 
ticipate  in  loans  on  a  deferred  basis  under  this  subsection, 
such  participation  by  the  Administration  shall  not  be  in 
excess  of  90  per  centum  of  the  balance  of  the  loan  outstand¬ 
ing  at  the  time  of  disbursement. 

“(2)  ~No  financial  assistance  shall  be  extended  by  the 
Administration  pursuant  to  this  subsection  if  it  will  cause 
a  relocation  of  all  or  a  part  of  a  small-business  concern  so  as 
to  effect  a  significant  reduction  in  employment  in  the  general 
area  of  original  location  or  will  provide  facilities  to  be  made 
available  to  a  small-business  concern  at  a  subsidy  to  induce 
any  relocation  or  will  aid  any  relocation  for  other  than  a 
sound  business  purpose  approved  by  the  Administrator. 

“  (3)  The  proceeds  of  any  such  loan  must  be  used  solely 
by  such  borrower  to  assist  an  identifiable  small-business  con¬ 
cern  and  for  a  sound  business  purpose  approved  by  the  Ad¬ 
ministration. 

“  (4)  Loans  made  by  the  Administration  under  this 
authority  shall  be  limited  to  $250,000  for  each  such  identi¬ 
fiable  small-business  concern. 

“(5)  Such  corporations  must  meet  criteria  established 
by  the  Administration,  including  the  extent  of  participation 
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or  amount  of  paid-in  capital  to  he  used  in  each  instance  as 
is  determined  to  be  reasonable  by  the  Administration. 

“  (6)  No  loans  including  extensions  or  renewals  thereof 
may  be  made  by  the  Administration  for  a  period  or  periods 
exceeding  ten  years  plus  such  additional  period  as  is  esti¬ 
mated  may  be  required  to  complete  construction,  conversion, 
or  expansion:  Provided,  That  the  Administration  may  ex¬ 
tend  the  maturity  of  or  renew  any  loan  made  pursuant  to 
this  subsection  beyond  the  period  stated  for  additional  pe¬ 
riods  not  to  exceed  ten  years,  if  such  extension  or  renewal 
will  aid  in  the  orderly  liquidation  of  such  loan.  Any  such 
loan  shall  bear  interest  at  a  rate  not  to  exceed  6  per  centum 
per  annum.” 

TITLE  IV— LOANS  TO  STATE  DEVELOPMENT 
CREDIT  CORPORATIONS  EVIDENCED  BY  DE¬ 
BENTURES 

Sec.  401.  Section  207  of  the  Small  Business  Act  is 
hereby  amended  by  adding  the  following  new  subsection: 

“(d)  The  Administration  is  also  empowered  to  make 
loans  to  State  development  credit  corporations,  which  shall 
be  evidenced  by  debentures,  promissory  notes,  or  other 
obligations  upon  such  conditions  and  in  such  form  as  may 
be  approved  by  the  Administration,  subject  to  the  following 
limitations : 

”  (1)  Any  funds  loaned  to  a  development  credit  corpo- 
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ration  under  this  subsection  must  be  used  solely  for  the 
purpose  of  assisting  small-business  concerns  and  in  accord¬ 
ance  with  regulations  promulgated  by  the  Administration. 

“(2)  No  financial  assistance  shall  be  extended  by  the 
Administration  pursuant  to  this  subsection  if  it  will  cause  a 
relocation  of  all  or  a  part  of  a  small  business  concern  so  as 
to  effect  a  significant  reduction  in  employment  in  the  general 
area  of  original  location  or  will  provide  facilities  to  be  made 
available  to  a  small-business  concern  at  a  subsidy  to  induce 
any  relocation  or  will  aid  any  relocation  for  other  than  a 
soimd  business  purpose  approved  by  the  Administrator. 

“  (3)  No  loans  including  extensions  or  renewals  thereof 
may  be  made  by  the  Administration  for  a  period  or  periods 
exceeding  ten  years  except  that  any  loan  made  for  the  pur¬ 
poses  of  constructing  facilities  may  have  a  maturity  of  ten 
years  plus  such  additional  period  as  is  estimated  may  be 
required  to  complete  such  construction:  Provided ,  That  the 
Administration  may  extend  the  maturity  of  or  renew  any 
loan  made  pursuant  to  this  subsection  beyond  the  period 
stated  for  additional  periods  not  to  exceed  ten  years,  if  such 
extension  or  renewal  will  aid  in  the  orderly  liquidation  of 
such  loan.  Any  such  loan  shall  bear  interest  at  a  rate  not 
to  exceed  6  per  centum  per  annum. 

“  (4)  The  funds  borrowed  by  the  State  development 
credit  corporation  from  all  sources,  including  amounts  bor- 
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rowed  from  the  Administration  under  this  subsection,  shall 
not  exceed  four  times  the  paid-in  capital  and  surplus  of  such 
corporation. 

“  ( 5 )  Loans  made  by  the  Administration  under  this  sub¬ 
section  to  each  State  development  credit  corporation  shall 
not  exceed  the  total  of  amount  borrowed  by  it  from  all  other 
sources. 

“(6)  The  Administration  shall  require,  to  the  extent 
feasible,  that  the  funds  borrowed  under  this  subsection  shall 
be  treated  pari  passu  with  those  funds  borrowed  by  the 
State  development  credit  corporations,  regardless  of  source, 
having  the  highest  priority.” 

TITLE  V— LOANS  TO  SMALL-BUSINESS  INVEST¬ 
MENT  ASSOCIATIONS  ESTABLISHED  TO  MAKE 
EQUITY-TYPE  FINANCING  AVAILABLE  TO 
SMALL-BUSINESS  CONCERNS 
Sec.  501.  Section  207  of  the  Small  Business  Act  is 
hereby  amended  by  adding  the  following  new  subsection: 

“(e)  The  Administration  is  also  empowered  to  make 
loans  evidenced  by  debentures,  promissory  notes,  or  other 
obligations,  to  small-business  investment  associations,  char¬ 
tered  under  State  law,  or  in  the  absence  of  appropriate 
enabling  legislation  chartered  by  the  Administration,  estab- 
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lisked  to  provide  funds  for  small-business  concerns  upon  the 
following  conditions:  _  .  £ 

“  ( 1 )  The  qualifications  and  activities  of  small-business 
investment  associations  must  meet  criteria  establisbed  by  the 
Administration  which  shall  include  the  following: 

“  (A)  The  minimum  paid-in  capital  for  any  such  asso¬ 
ciation  shall  be  $100,000.  7 

“(B)  The  minimum  number  of  shareholders  for  any 
such  association  shall  be  ten. 

“(C)  The  charter  of  any  such  association  must  be  ap¬ 
proved  by  the  Administration  and  the  association  must  meet 
requirements  for  financial  reporting,  auditing,  and  examina¬ 
tion,  as  may  be  established  by  the  Administration. 

“(D)  Any  such  association  shall  be  authorized  to  ad¬ 
vance  funds  to  small-business  concerns  only,  through  loans 
evidenced  by  convertible  debentures,  such  debentures  to  be 
convertible  at  the  option  of  the  association  or  a.  holder  in 
due  course  up  to  and  including  the  effective  date  of  any  call 
by  the  issuer,  into  stock  of  the  small-business  concern  at 
the  sound  book  value  of  such  stock  determined  at  the  time 
of  the  issuance  of  the  debenture. 

“(E)  The  association  shall  make  investments  only  in 
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small-business  concerns  within  the  criteria  established  by  the 
Administration.  The  maximum  investment  by  the  associa¬ 
tion  in  any  small-business  concern  shall  not  exceed  either  20 
per  centum  of  the  association’s  paid-in  capital  and  surplus, 
or  $250,000,  whichever  is  less. 

“(F)  The  amount  of  the  investment  of  an  association 
in  the  stock  of  small-business  concerns,  acquired  by  conver¬ 
sion  of  debentures,  shall  not  exceed  the  total  of  the  paid-in 
capital  and  surplus  of  the  association,  except  with  the  ap¬ 
proval  of  the  Administrator. 

“  (G)  The  association  shall  require  each  small-business 
concern  to  which  it  makes  a  loan  using  funds  provided  under 
this  subsection  to  purchase  stock  of  the  association  in  an 
amount  equal  to  5  per  centum  of  such  loan. 

“(2)  The  loans  to  investment  associations  by  the  Ad¬ 
ministration  shall  be  subject  to  the  following  requirements: 

“  (A)  The  total  amount  of  loans  outstanding  at  any  one 
time  by  the  Administration  in  any  one  investment  associa¬ 
tion  shall  not  exceed  an  amount  equal  to  two  times  the 
paid-in  capital  and  surplus  of  the  association. 

“(B)  Loans  made  by  the  Administration  under  this 
subsection  may  be  on  an  amortized  or  unamortized  basis 
and  shall  bear  interest  at  a  rate  not  in  excess  of  6  per  centum 
per  annum  and  shall  have  a  maturity  of  not  more  than  ten 
years:  Provided ,  That  the  Administration  may  further  ex- 
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tend  the  maturity  of  or  renew  any  such  loan  beyond  the 
period  stated  therein  for  additional  periods  not  to  exceed 
ten  years  if  such  extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan. 

“(3)  No  financial  assistance  shall  be  extended  by  the 
Administration  pursuant  to  this  subsection  if  it  will  cause 
a  relocation  of  all  or  a  part  of  a  small-business  concern  so 
as  to  effect  a  significant  reduction  in  employment  in 
the  general  area  of  original  location  or  will  provide  facilities 
to  he  made  available  to  a  small-business  concern  at  a  subsidy 
to  induce  any  relocation  or  will  aid  any  relocation  for  other 
than  a  sound  business  purpose  approved  by  the  Adminis¬ 
trator. 

“  (4)  The  Administration  shall  require  that  no  financial 
assistance  shall  be  extended  pursuant  to  this  subsection  by 
an  association  to  a  small-business  concern  unless  the  financial 
assistance  applied  for  is  not  otherwise  available  from  private 
sources  on  reasonable  terms. 

“  (5)  (A)  The  Administration  is  authorized  to  prescribe 
regulations  governing  the  operations  of  small-business  invest¬ 
ment  associations  and  to  carry  out  the  provisions  of  this  Act 
in  accordance  with  the  purposes  of  this  Act.  Each  small-busi¬ 
ness  investment  association  shall  be  subject  to  examinations 
made  by  direction  of  the  Administration  by  examiners  se¬ 
lected  or  approved  by  the  Administration,  and  the  cost  of 
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such  examinations,  including  the  compensation  of  the  exam¬ 
iners,  may  in  the  discretion  of  the  Administration  be  assessed 
against  the  association  examined  and  when  so  assessed  shall 
he  paid  by  such  association.  Every  such  association  shall 
make  such  reports  to  the  Administration  at  such  times  and 
in  such  form  as  the  Administration  may  require. 

“(B)  Should  any  small-business  investment  association 
violate  or  fail  to  comply  with  any  of  the  provisions  of  this 
Act  or  of  regulations  prescribed  hereunder,  all  of  its  rights, 
privileges,  benefits,  and  franchises  derived  herefrom  may 
thereby  he  forfeited;  and,  without  limitation,  the  Adminis¬ 
tration  shall  thereupon  have  the  option  of  taking  such  action 
as  it  deems  necessary  or  appropriate  in  connection  with  any 
outstanding  Administration  loan  or  loans  to  any  such  as¬ 
sociation,  consistent  with  existing  law  and  any  rights  of 
others.  Before  any  association  chartered  by  the  Administra¬ 
tion  shall  be  declared  dissolved,  and  its  rights,  privileges, 
and  franchises  forfeited,  any  noncompliance  with  or  viola¬ 
tion  of  this  Act  shall,  however,  be  determined  and  adjudged 
by  a  court  of  the  United  States  of  competent  jurisdiction  in 
a  suit  brought  for  that  purpose  in  the  district,  territory,  or 
other  place  subject  to  the  jurisdiction  of  the  United  States, 
in  which  the  principal  office  of  such  association  is  located, 
which  suit  shall  be  brought  by  the  United  States  at  the 
instance  of  the  Administration  or  the  Attorney  General. 
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“(C)  Whenever  in  the  judgment  of  the  Administration 
any  person  has  engaged  or  is  about  to  engage  in  any  acts 
or  practices  which  constitute  or  will  constitute  a  violation 
of  any  provision  of  this  Act  or  of  any  regulation  thereunder, 
the  Administration  may  make  application  to  the  proper 
district  court  of  the  United  States,  or  the  United  States 
courts  of  any  Territory  or  other  place  subject  to  the  juris¬ 
diction  of  the  United  States,  for  an  order  enjoining  such 
acts  or  practices,  or  for  an  order  enforcing  compliance  with 
such  provision,  and  such  courts  shall  have  jurisdiction  of 
such  actions  and  upon  a  showing  by  the  Administration  that 
such  person  has  engaged  or  is  about  to  engage  in  any  such 
acts  or  practices  a  permanent  or  temporary  injunction,  re¬ 
straining  order,  or  other  order,  shall  be  granted  without 
bond.” 

TITLE  VI— ESTABLISHMENT  OE  SMALL-BUSINESS 
INVESTMENT  ASSOCIATIONS 
Sec.  601.  Section  207  (b)  of  the  Small  Business  Act 
is  amended  by  adding  the  following  additional  subsection 
(6): 

“(6)  to  charter  a  small-business  investment  asso¬ 
ciation  for  the  purpose  of  operating  under  this  Act, 
formed  by  not  less  than  ten  persons  who  shall  subscribe 
to  the  articles  of  incorporation  of  any  such  association. 
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“The  articles  of  incorporation  of  any  such  associa¬ 
tion  shall  specify  in  general  terms  the  objects  for  which 
the  association  is  formed,  the  name  assumed  by  such 
association,  the  area  or  areas  where  its  operations  are 
to  be  carried  on,  the  place  where  its  principal  office  is 
to  be  located,  and  the  amount  and  classes  of  its  shares 
of  capital  stock;  and  the  articles  may  contain  any  other 
provisions  not  inconsistent  with  this  Act  that  the  asso¬ 
ciation  may  see  fit  to  adopt  for  the  regulation  of  its 
business  and  the  conduct  of  its  affairs.  Such  articles  and 
any  amendments  thereto  adopted  from  time  to  time 
shall  be  subject  to  the  approval  of  the  Administration. 

“The  articles  of  incorporation  and  amendments 
thereto  shall  be  forwarded  to  the  Administration  for  con¬ 
sideration  and  approval  or  disapproval.  In  determining 
whether  to  approve  the  establishment  of  such  an  asso¬ 
ciation  and  its  proposed  articles  of  incorporation,  the 
Administration  shall  give  due  regard,  among  other 
things,  to  the  need  for  the  financing  of  independent 
small-business  enterprises  in  the  area  in  which  the  pro¬ 
posed  association  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  association, 
the  number  of  such  associations  previously  organized  in 
the  United  States,  and  the  volume  of  their  operations. 
After  consideration  of  all  relevant  factors,  the  Adminis- 
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tration  may  in  its  discretion  approve  the  articles  of  in¬ 
corporation  and  issne  a  permit  to  begin  business. 

“Upon  issuance  of  such  permit,  the  association  shall 
become  and  be  a  body  corporate,  and  as  such,  and  in 
the  name  designated  in  its  articles,  shall  have  power — 

“  (A)  to  adopt  and  use  a  corporate  seal; 

“(B)  to  have  succession  for  a  period  of  thirty 
years,  unless  sooner  dissolved  by  the  act  of  the 
shareholders  owning  two-thirds  of  the  stock  or  by 
an  Act  of  Congress,  or  unless  its  franchise  becomes 
forfeited  by  some  violation  of  law  or  regulation 
issued  hereunder; 

“  (C)  to  make  contracts; 

“  (D)  to  sue  and  be  sued,  complain,  and  defend 
in  any  court  of  law  or  equity; 

“  (E)  by  its  board  of  directors,  to  appoint  such 
officers  and  employees  as  may  be  deemed  proper, 
define  their  authority  and  duties,  fix  their  compen¬ 
sation,  require  bonds  of  such  of  them  as  it  deems 
advisable  and  fix  the  penalty  thereof,  dismiss  such 
officers  or  employees,  or  any  thereof,  at  pleasure 
and  appoint  others  to  fill  their  places ; 

“(F)  to  adopt  bylaws  regulating  the  manner 
in  which  its  stock  shall  be  transferred,  its  officers 
and  employees  appointed,  its  property  transferred, 


1 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 


and  the  privileges  granted  to  it  by  law  exercised 
and  enjoyed; 

“  (Gr)  to  acquire,  hold,  operate,  and  dispose  of 
any  property  (real,  personal,  or  mixed)  whenever 
necessary  or  appropriate  to  the  carrying  out  of  its 
lawful  functions; 

“(H)  to  operate  in  such  area  or  areas  as  may 
be  specified  in  its  articles  of  incorporation  and  ap¬ 
proved  by  the  Administration ;  and 

“(i)  to  exercise  the  other  powers  set  forth  in 
this  Act  and  such  incidental  powers  as  may  be 
reasonably  necessary  to  carry  on  the  business  for 
which  the  association  is  established. 

“The  board  of  directors  of  each  small-business  in¬ 
vestment  association  shall  consist  of  not  less  than  five 
members  and  not  more  than  nine  members  all  of  whom 
shall  be  elected  annually  by  the  holders  of  the  shares 
of  stock  of  the  association.” 

TITLE  VII— EXEMPTIONS  FROM  SECURITIES 
AND  INVESTMENT  COMPANY  ACTS 
Sec.  701.  Section  3  of  the  Securities  Act  of  1933 
(15  U.  S.  C.  sec.  77c),  is  amended  by  adding  at  the  end 
of  subsection  (a)  thereof,  the  following  new  paragraph: 
“(12)  Any  security  issued  by  a  small-business  invest- 
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ment  association  chartered  or  operating  under  the  Small 
Business  Capital  Act  of  1958.'’ 

Sec.  702.  Any  small-business  investment  association 
chartered  or  operating  under  the  Small  Business  Capital  Act 
of  1958,  is  exempt  from  the  provisions  of  the  Investment 
Company  Act  of  1940. 

TITLE  VIII— AMENDMENTS  TO  INTERNAL 
REVENUE  CODE  OE  1954 
Sec.  801.  (a)  Section  165  of  the  Internal  Revenue 
Code  of  1954  (relating  to  deduction  for  losses)  is  amended 
by  adding  at  the  end  of  subsection  (h)  the  following  new 
paragraphs : 

“  (3)  For  special  rule  for  losses  on  stock  in  a  small- 
business  investment  association,  see  section  1242. 

“  (4)  Eor  special  nde  for  losses  of  a  small-business 
investment  association,  see  section  1243.” 

(b)  Subchapter  (P)  of  the  Internal  Revenue  Code  of 
1954  is  amended  by  adding  at  the  end  thereof  the  following 
new  sections: 

“SEC.  1242.  LOSSES  ON  SMALL-BUSINESS  INVESTMENT 
ASSOCIATION  STOCK. 

“In  the  case  of  a  taxpayer  if — 

“  ( 1 )  A  loss  is  on  stock  in  a  small-business  invest- 
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ment  association  as  defined  in  section  207  of  the  Small 
Business  Act  of  1953,  as  amended,  and 

“(2)  Such  loss  would  (but  for  this  section)  be 
treated  as  a  loss  from  the  sale  or  exchange  of  a  capital 
asset, 

then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or 
exchange  of  an  asset  which  is  not  a  capital  asset. 

“SEC  1243.  LOSS  OF  SMALL-BUSINESS  INVESTMENT  ASSO¬ 
CIATION. 

“In  the  case  of  a  small-business  investment  association, 
ifU 

“  (1)  A  loss  is  on  convertible  debentures  (including 
stock  received  pursuant  to  the  conversion  privilege) 
acquired  pursuant  to  section  207  of  the  Small  Business 
Act  of  1953,  as  amended,  and 

“(2)  Such  loss  would  (but  for  this  section)  be 
treated  as  a  loss  from  -the  sale  or  exchange  of  a  capital 
asset, 

then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or  ex¬ 
change  of  an  asset  which  is  not  a  capital  asset.” 

(c)  Section  243  of  the  Internal  Revenue  Code  of  1954 
(relating  to  dividends  received  by  corporations)  is  amended 
as  follows: 

(1)  By  striking  from  subsection  (a)  the  following 
language  “In  the  case  of  a  corporation”  and  inserting 
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in  lieu  thereof  the  following  language  “In  the  case  of  a 
corporation  (other  than  a  small-business  investment 
association  as  defined  in  the  Small  Business  Act  of  1953, 
as  amended) 

(2)  By  adding  at  the  end  thereof  the  following 
new  subsection: 

“(c)  Small-Business  Investment  Association  — 
In  the  case  of  a  small-business  investment  association,  there 
shall  be  allowed  as  a  deduction  an  amount  equal  to  100 
per  centum  of  the  amount  received  as  dividends  (other  than 
dividends  described  in  paragraph  (1)  of  section  244,  relat¬ 
ing  to  dividends  on  preferred  stock  of  a  public  utility)  from 
a  domestic  corporation  which  is  subject  to  taxation  under 
this  chapter.” 

(d)  Section  246  (b)  (1)  is  amended  by  striking  “243” 
wherever  appearing  and  inserting  in  lieu  thereof  “243  (a) 
and  (b)  ”. 

TITLE  IX— REPEAL  OE  SECTION  13b  OF  THE 
FEDERAL  RESERVE  ACT 
Sec.  901.  Effective  one  year  after  the  date  of  enactment 
of  this  Act,  section  13b  of  the  Federal  Reserve  Act  (12 
U.  S.  C.  352a)  is  hereby  repealed;  but  such  repeal  shall  not 
affect  the  power  of  any  Federal  Reserve  bank  to  carry  out, 
or  protect  its  interest  under,  any  agreement  theretofore  made 
or  transaction  entered  into  in  carrying  on  operations  under 


20 


1  that  section.  Within  sixty  days  after  the  enactment  of  this 

2  Act,  each  Federal  Reserve  bank  shall  pay  to  the  United 

3  States  the  aggregate  amount  which  the  Secretary  of  the 

4  Treasury  has  heretofore  paid  to  such  bank  under  the  pro- 

5  visions  of  section  13b  of  the  Federal  Reserve  Act;  and  such 

6  payment  shall  constitute  a  full  discharge  of  any  obligation  or 

7  liability  of  the  Federal  bank  to  the  United  States  or  to  the 

8  Secretary  of  the  Treasury  arising  out  of  subsection  (e)  of 

9  said  section  13b  or  out  of  any  agreement  thereunder.  The 

10  amounts  repaid  to  the  United  States  pursuant  to  this  section 

11  and  any  remaining  balance  of  the  funds  set  aside  in  the 

12  Treasury  for  payments  under  section  13b  of  the  Federal 

13  Reserve  Act  shall  be  covered  into  miscellaneous  receipts. 
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85th  CONGRESS 
2d  Session 


S.  3651 


IN  THE  SENATE  OF  THE  UNITED  STATES 

April  21, 1958 

Mr.  Johnson  of  Texas  ( for  himself,  Mr.  Fuluright,  Mr.  Sparkman,  Mr.  Clark, 
Mr.  Proxmirk,  Mr.  Hill,  Mr.  O'Maiioney,  Mr.  Humphrey,  Mr.  Bf.all,  Mr. 
Case  of  New  .Jersey,  Mr.  Payne,  and  Mr.  Stennis)  introduced  the  following 
bill;  which  was  read  twice  and  referred  to  the  Committee  on  Banking  and 
Currency 


A  BILL 


To  make  equity  capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  tives  of  the  United  States  of  America  in  Congress  assembled, 


3  TITLE  I— SHOUT  TITLE,  STATEMENT  OF  PUR- 

4  POSE,  AND  DEFINITIONS 

5  SHORT  TITLE 

6  Sec.  101.  This  Act,  divided  into  titles  and  sections 

7  according  to  the  following  table  of  contents,  may  be  cited  as 
S  the  “Small  Business  Investment  Administration  Act  of 
9  1958”. 
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Title  I — Short  Title,  Statement  of  Policy,  and  Definitions 
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Sec.  201.  Establishment  of  Board. 

Sec.  202.  F unctions  of  the  Board. 

Title  III — Small  Business  Investment  Administration 

Sec.  301.  Organization  of  Small  Business  Investment  Administration. 

Sec.  302.  Administrator. 

Sec.  303.  Powers  of  Administrator. 

Sec.  304.  Deposit  of  funds  and  civil-service  contributions. 

Sec.  305.  Provision  of  funds. 

Sec.  306.  Purposes  of  revolving  fund. 

Title  IV — Small  Business  Investment  Companies 

Sec.  401.  Organization  of  small  business  investment  companies. 

Sec.  402.  Capital-stock  provisions. 

Sec.  403.  Borrowing  power. 

Sec.  404.  Provision  of  equity  capital  for  small-business  concerns. 

Sec.  405.  Long-term  loans  to  small-business  concerns. 

Sec.  406.  Aggregate  limitations. 

Sec.  407.  Exemptions. 

Sec.  408.  Tax  provisions. 
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Title  V — Conversion  of  State  Chartered  Investment  Companies 

Title  VI — State  and  Local  Development  Companies 

Title  VII — Changes  in  Federal  Reserve  Authority 

Sec.  701.  Repeal  of  section  13b  of  Federal  Reserve  Act. 

Sec.  702.  Return  of  funds  to  Treasury. 
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Title  VIII — Criminal  Penalties 

1  STATEMENT  OF  POLICY 

2  Sec.  102.  It  is  declared  to  be  the  policy  of  the  Congress 

3  and  the  purpose  of  this  Act  to  improve  and  stimulate  the 

4  national  economy  in  general  and  the  small-business  segment 

5  thereof  in  particular  by  establishing  a  program  to  stimulate 
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and  supplement  the  flow  of  private  equity  capital  and  long¬ 
term  loan  funds  which  small-business  concerns  need  for  the 
sound  financing  of  their  business  operations  and  for  their 
growth,  expansion,  and  modernization. 

DEFINITIONS 

Sec.  103.  (a)  As  used  in  this  Act — 

(1)  the  term  “Board”  means  the  Small  Business 
Policy  Board  established  by  section  201 ; 

(2)  the  term  “Administration”  means  the  Small 
Business  Investment  Administration  established  by 
section  301 ; 

(3)  the  term  “Administrator”  means  the  Adminis¬ 
trator  of  the  Small  Business  Investment  Administration 
as  provided  in  section  302 ; 

(4)  the  term  “company”  means  a  small  business 
investment  company  organized  as  provided  in  title  IV ; 

(5)  the  term  “United  States”  means  the  several 
States,  the  Territories  of  Alaska  and  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Commonwealth  of  Puerto 
Bico; 

(6)  the  term  “small-business  concern”  means  a 
business  concern,  incorporated  or  unincorporated,  which 
is  not  dominant  in  a  well-established  industry  or  line  of 
business,  and  which  meets  the  more  detailed  standards 
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and  criteria  prescribed  by  the  Board  under  section 
202  (c). 

(7)  the  term  “investment  companies”  means  in¬ 
vestment  companies  as  defined  in  section  3  of  the  In¬ 
vestment  Company  Act  of  1940  which  are  subject  to 
the  provisions  of  that  Act ;  and 

(8)  the  term  “State  and  local  development  com¬ 
panies”  means  enterprises  incorporated  under  State  law 
with  the  authority  to  promote  and  assist  the  growth 
and  development  of  small  business  concerns  in  the  areas 
covered  by  their  operations. 

TITLE  II— SMALL  BUSINESS  POLICY  BOABD 

ESTABLISHMENT  OF  BOAKD 

Sec.  201.  There  is  hereby  created  the  Small  Business 
Policy  Board,  which  shall  consist  of  the  following  members, 
all  ex  officio:  The  Secretary  of  the  Treasury,  the  Secretary 
of  Commerce,  the  Administrator  of  the  Small  Business  Ad¬ 
ministration,  and  the  Administrator  of  the  Small  Business 
Investment  Administration.  The  President  shall  rotate  the 
chairmanship  of  the  Board  once  each  year  between  the  Small 
Business  Administrator  and  the  Small  Business  Investment 
Administrator.  Either  of  the  said  Secretaries  may  designate 
an  officer  of  his  Department,  who  has  been  appointed  by 
the  President  by  and  with  the  advice  and  consent  of  the 


5 


1  Senate,  to  act  in  his  stead  as  a  member  of  the  Board  with 

2  respect  to  any  matter  or  matters. 

3  FUNCTIONS  OF  THE  BOAED 

4  Sec.  202.  (a)  The  Board  shall  establish  general  pol- 

5  icies  (particularly  with  reference  to  the  public  interest  in- 

6  volved)  governing  the  approval  and  disapproval  of  appli- 

7  cations  for  financial  assistance  by  the  Small  Business 

8  Administration  and  the  Small  Business  Investment  Admin- 

9  istration. 

10  (b)  The  Board  shall  coordinate  the  activities  of  the 

11  Small  Business  Administration  and  the  Small  Business  In- 

12  vestment  Administration,  and  shall  coordinate  their  activities 

13  with  other  activities  and  policies  of  the  Government. 

14  (c)  As  soon  as  practicable  after  the  date  of  the  enact- 

15  ment  of  this  Act,  the  Board  shall  prescribe  detailed  standards 

16  and  criteria  for  the  definition  or  definitions  of  the  term 

17  “small-business  concern”,  as  used  in  this  Act  and  in  the 
IS  Small  Business  Act  of  1953,  as  amended,  which  standards 

19  and  criteria  may  be  based  upon,  but  shall  not  be  limited  to, 

20  such  things  as  number  of  employees,  assets,  volume  of  sales, 

21  and  other  factors  related  to  the  concern’s  relative  position  in 

22  its  industry  or  line  of  business. 

23  (d)  The  Board  shall  promulgate  standards  to  deter- 

24  mine  the  eligibility  of  small-business  concerns  for  the  assist- 
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ance  provided  by  this  Act  and  by  the  Small  Business  Act 
of  1953,  as  amended.  In  promulgating  such  standards, 
which  may  differ  according  to  the  type  of  assistance  involved 
and  any  other  relevant  factors,  the  Board  shall  give  con¬ 
sideration  to — 

(1)  the  need  to  promote  the  development  and 
growth  of  small-business  concerns  so  as  to  enable  them 
to  make  their  maximum  contribution  to  productive 
investment  and  employment  and  to  the  economic  stability 
and  growth  of  the  Nation ; 

(2)  the  need  to  make  capital  for  such  concerns 
more  readily  available  in  adequate  amounts  and  on  rea¬ 
sonable  terms; 

(3)  the  need  to  facilitate  maximum  participation 
of  private  financial  institutions  and  investors  in  financ¬ 
ing  these  concerns ;  and 

(4)  the  need  to  supplement  the  existing  facilities  of 
banks  and  other  private  financial  institutions  through  the 
program  of  assistance  provided  under  this  Act. 

(e)  Section  203  of  the  Small  Business  Act  of  1953,  as 
amended,  is  hereby  amended  to  read  as  follows: 

“For  the  purposes  of  this  title,  a  small-business  concern 
means  a  business  concern,  incorporated  or  unincorporated, 
which  is  not  dominant  in  a  well-established  industry  or  line 
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of  business,  and  which  meets  the  more  detailed  standards  and 
criteria  prescribed  by  the  Small  Business  Policy  Board  es¬ 
tablished  by  the  Small  Business  Investment  Administration 
Act  of  1958.” 

(f)  Section  204  (d)  of  the  Small  Business  Act  of  1953, 
as  amended,  is  hereby  repealed. 

TITLE  III— SMALL  BUSINESS  INVESTMENT 
ADMINISTRATION 

ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT 

ADMINISTRATION 

Sec.  301.  There  is  hereby  created  an  independent 
agency  of  the  United  States  Government  to  be  known  as 
the  Small  Business  Investment  Administration.  The  princi¬ 
pal  office  of  the  Administration  shall  be  located  in  the  Dis¬ 
trict  of  Columbia,  but  the  Administration  may  establish  such 
branch  and  regional  offices  in  the  United  States  as  may 
be  determined  by  the  Administrator. 

ADMINISTRATOR 

Sec.  302.  The  management  of  the  Administration  shall 
be  vested  in  an  Administrator  appointed  by  the  President 
by  and  with  the  advice  and  consent  of  the  Senate.  The 
Administrator  shall  receive  compensation  at  the  rate  of 
$20,000  per  annum.  In  addition  to  receiving  such  com¬ 
pensation,  the  Administrator  shall  be  reimbursed  for  neces- 
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2  sary  traveling  and  subsistence  expenses,  or  paid  a  per  diem 
2  allowance  in  lieu  thereof  within  the  limits  prescribed  by  law, 
2  while  away  from  his  official  station  upon  official  business. 

4  POWERS  OF  ADMINISTRATOR 

5  Sec.  303.  (a)  The  Administrator  shall  have  power  to 
0  adopt,  alter,  and  use  a  seal,  which  shall  be  judicially  noticed. 
rj  The  Administrator  is  authorized,  subject  to  the  civil-service 
g  and  classification  laws,  to  select,  employ,  appoint,  and  fix 
9  the  compensation  of  such  officers,  employees,  attorneys,  and 

2q  agents  as  shall  be  necessary  to  carry  out  the  provisions  of 
22  this  Act,  to  define  their  authority  and  duties,  to  provide 

22  bonds  for  them  in  such  amounts  as  the  Administrator  shall 

23  determine,  and  to  pay  the  costs  of  qualification  of  certain  of 

14  them  as  notaries  public.  The  Administration,  with  the  con- 

15  sent  of  any  board,  commission,  independent  agency  (par- 

16  ticularly  the  Small  Business  Administration) ,  or  executive 

17  department  of  the  Government,  may  avail  itself  on  a  reim- 

18  bursable  basis  of  the  use  of  information,  services,  facilities, 

19  including  any  field  service  thereof,  officers,  and  employees 

20  thereof,  in  carrying  out  the  provisions  of  this  title.  Subject 

21  to  the  standards  and  procedures  under  section  505  of  the 

22  Classification  Act  of  1949,  as  amended,  not  to  exceed  fifteen 

23  positions  in  the  Small  Business  Investment  Administration 

24  may  be  placed  in  grades  16,  17,  and  18  of  the  General  Sched- 
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ule  established  by  that  Act,  and  any  such  positions  shall  be 
additional  to  the  number  authorized  by  such  section. 

(b)  In  the  performance  of,  and  with  respect  to,  the 
functions,  powers,  and  duties  vested  in  him  by  this  title, 
the  Administrator  may — 

(1)  sue  and  be  sued  in  any  court  of  record  of  a 
State  having  general  jurisdiction,  or  in  any  United 
States  district  court,  and  jurisdiction  is  conferred  upon 
such  district  court  to  determine  such  controversies  with¬ 
out  regard  to  the  amount  in  controversy:  Provided , 
That  no  attachment,  injunction,  garnishment,  or  other 
similar  process,  mesne  or  final,  shall  be  issued  against 
the  Administrator  or  his  property; 

(2)  under  regulations  prescribed  by  him,  assign  or 
sell  at  public  or  private  sale,  or  otherwise  dispose  of 
for  cash  or  credit,  in  his  discretion  and  upon  such  terms 
and  conditions  and  for  such  consideration  as  the  Admin¬ 
istrator  shall  determine  to  be  reasonable,  any  evidence 
of  debt,  contract,  claim,  personal  property,  or  security 
assigned  to  or  held  by  him  in  connection  with  the  pay¬ 
ment  of  loans  granted  under  this  Act,  and  to  collect  or 
compromise  all  obligations  assigned  to  or  held  by  him 
and  all  legal  or  equitable  rights  accruing  to  him  in  con- 
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nection  with  the  payment  of  such  loans  until  such  time 
as  such  obligation  may  be  referred  to  the  Attorney  Gen¬ 
eral  for  suit  or  collection; 

(3)  deal  with,  complete,  renovate,  improve,  mod¬ 
ernize,  insure,  or  rent,  or  sell  for  cash  or  credit  upon 
such  terms  and  conditions  and  for  such  consideration  as 
the  Administrator  shall  determine  to  be  reasonable,  any 
real  property  conveyed  to  or  otherwise  acquired  by 
him  in  connection  with  the  payment  of  loans  granted 
under  this  Act ; 

(4)  pursue  to  final  collection,  by  way  of  compro¬ 
mise  or  otherwise,  all  claims  against  third  parties  as¬ 
signed  to  the  Administrator  in  connection  with  loans 
made  by  him.  This  shall  include  authority  to  obtain 
deficiency  judgments  or  otherwise  in  the  case  of  mort¬ 
gages  assigned  to  the  Administrator.  Section  3709  of 
the  Revised  Statutes,  as  amended  (41  U.  S.  0.  5), 
shall  not  be  construed  to  apply  to  any  contract  of  haz¬ 
ard  insurance  or  to  any  purchase  or  contract  for  services 
or  supplies  on  account  of  property  obtained  by  the  Ad¬ 
ministrator  as  a  result  of  loans  made  under  this  Act  if 
the  premium  therefor  or  the  amount  thereof  does  not 
exceed  $1,000.  The  power  to  convey  and  to  execute 
in  the  name  of  the  Administrator  deeds  of  conveyance, 
deeds  of  release,  assignments  and  satisfactions  of  mort- 
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gages,  and  any  other  written  instrument  relating  to  real 
property  or  any  interest  therein  acquired  by  the  Admin¬ 
istrator  pursuant  to  the  provisions  of  this  Act  may  be 
exercised  by  the  Administrator  or  by  any  officer  or 
agent  appointed  by  him  without  the  execution  of  any 
express  delegation  of  power  or  power  of  attorney. 
Nothing  in  this  section  shall  be  construed  to  prevent  the 
Administrator  from  delegating  such  power  by  order  or 
by  power  of  attorney,  in  his  discretion,  to  any  officer  or 
agent  he  may  appoint ; 

(5)  acquire,  in  any  lawful  manner,  any  property 
(real,  personal,  or  mixed,  tangible  or  intangible) ,  when¬ 
ever  deemed  necessary  or  appropriate  to  the  conduct 
of  the  activities  authorized  in  this  Act; 

(6)  make  such  rules  and  regulations  as  he  deems 
necessary  to  carry  out  the  authority  vested  in  him  by 
or  pursuant  to  this  title;  and 

( 7 )  in  addition  to  any  powers,  fimctions,  privileges, 
and  immunities  otherwise  vested  in  him,  take  any  and 
all  actions,  including  the  procurement  of  the  services  of 
attorneys  by  contract,  determined  by  him  to  be  neces¬ 
sary  or  desirable  in  making,  servicing,  compromising, 
modifying,  liquidating,  or  otherwise  dealing  with  or 
realizing  on  loans,  made  under  the  provisions  of  this 
Act :  Provided,  That  no  attorneys’  services  shall  be  pro- 
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1  cured  by  contract  in  any  office  where  an  attorney  or 

2  attorneys  are  or  can  be  economically  employed  full 

3  time  to  render  such  services. 

4  (c)  To  such  extent  as  he  finds  necessary  to  carry  out 

5  the  provisions  of  this  Act,  the  Administrator  is  hereby  au- 

6  thorized  to  procure  the  temporary  (not  in  excess  of  six 

7  months)  service  of  experts  or  consultants  or  organizations 

8  thereof,  including  stenographic  reporting  services,  by  con- 

9  tract  or  appointment,  and  in  such  cases  such  services  shall 

10  be  without  regard  to  the  civil-service  and  classification  laws, 

11  and,  except  in  the  case  of  stenographic  reporting  services 

12  by  organizations,  without  regard  to  section  3709,  Revised 

13  Statutes,  as  amended  (41  U.  S.  C.  5) .  Any  individual  so 

14  employed  may  be  compensated  at  a  rate  not  in  excess  of 

15  $50  per  diem,  and,  while  such  individual  is  away  from  his 

16  home  or  regular  place  of  business,  he  may  be  allowed  trans- 

17  portation  and  not  to  exceed  $15  per  diem  in  lieu  of  sub- 

18  sistence  and  other  expenses. 

19  DEPOSIT  OF  FUNDS  AND  CIVIL  SERVICE  CONTRIBUTIONS 

20  Sec.  304.  (a)  All  moneys  of  the  Administration  not 

21  otherwise  employed  may  be  deposited  with  the  Treasurer  of 

22  the  United  States  subject  to  check  by  authority  of  the  Ad- 

23  ministration.  The  Federal  Reserve  banks  are  authorized  and 

24  directed  to  act  as  depositaries,  custodians,  and  fiscal  agents 

25  for  the  Administration  in  the  general  performance  of  its 
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powers  conferred  by  this  title.  Any  banks  insured  by  the 
Federal  Deposit  Insurance  Corporation,  when  designated  by 
the  Secretary  of  the  Treasury,  shall  act  as  custodians  and  fi¬ 
nancial  agents  for  the  Administration.  Each  Federal  Re¬ 
serve  bank,  when  designated  by  the  Administrator  as  fiscal 
agent  for  the  Administration,  shall  be  entitled  to  be  reim¬ 
bursed  for  all  expenses  incurred  as  such  fiscal  agent. 

(b)  The  Administration  shall  contribute  to  the  civil- 
service  retirement  and  disability  fund,  on  the  basis  of  annual 
billings  as  determined  by  the  Civil  Service  Commission,  for 
the  Government’s  share  of  the  cost  of  the  civil-service  retire¬ 
ment  system  applicable  to  the  employees  engaged  in  carry¬ 
ing  out  the  functions  of  this  Act.  The  Administration  shall 
also  contribute  to  the  employees’  compensation  fund,  on  the 
basis  of  annual  billings  as  determined  by  the  Secretary  of 
Labor,  for  the  benefit  payments  made  from  such  fund  on 
account  of  employees  engaged  in  carrying  out  the  functions 
financed  by  such  revolving  fund.  The  annual  billings  shall 
also  include  a  statement  of  the  fair  portion  of  the  cost  of  the 
administration  of  the  respective  funds,  which  shall  be  paid 
by  the  Administration  into  the  Treasury  as  miscellaneous 
receipts. 

PROVISION  OF  FUNDS 

Sec.  305.  (a)  In  order  to  finance  activities  as  provided 
in  section  306,  the  Administration  is  authorized  and  em- 
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1  powered  to  issue  to  the  Secretary  of  the  Treasury  notes  and 

2  other  obligations  in  an  amount  not  exceeding  $250,000,000 

3  outstanding  at  any  one  time:  Provided,  That  the  total 

4  amount  of  such  obligations  which  may  be  outstanding  dur- 

5  ing  the  first  year  after  enactment  shall  not  exceed  $50,000,- 

6  000,  and  during  the  second  year  after  enactment  shall  not 

7  exceed  $150,000,000.  Such  obligations  shall  be  in  such 

8  forms  and  denominations  have  such  maturities,  and  be  sub- 

9  ject  to  such  terms  and  conditions  as  may  be  prescribed  by 

10  the  Administration,  with  the  approval  of  the  Secretary  of 

11  the  Treasury.  Such  notes  or  other  obligations  shall  bear 

12  interest  at  a  rate  determined  by  the  Secretary  of  the  Treas- 

13  ury  which  shall  not  be  more  than  the  current  average  yields 

14  on  outstanding  marketable  obligations  of  the  United  States 

15  of  comparable  maturities  as  of  the  last  day  of  the  month 

16  preceding  the  issuance  of  such  notes  or  other  obligations. 

17  The  Secretary  of  the  Treasury  is  authorized  and  directed 

18  to  purchase  any  notes  and  other  obligations  of  the  Adminis- 

19  tration  issued  hereunder  and  for  such  purpose  the  Secretary 

20  of  the  Treasury  is  authorized  to  use  as  a  public  debt  trans- 

21  action  the  proceeds  from  the  sale  of  any  securities  issued 

22  under  the  Second  Liberty  Bond  Act,  as  amended,  and  the 

23  purposes  for  which  securities  may  be  issued  under  such  Act, 
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as  amended,  are  extended  to  include  any  purchases  of  such 
notes  and  obligations.  The  Secretary  of  the  Treasury  may 
at  any  time  sell  any  of  the  notes  or  other  obligations  ac¬ 
quired  by  him  under  this  section.  All  redemptions,  pur¬ 
chases,  and  sales  by  the  Secretary  of  the  Treasury  of  such 
notes  or  other  obligations  shall  be  treated  as  public  debt 
transactions  of  the  United  States. 

(b)  Funds  borrowed  under  this  section  and  any  pro¬ 
ceeds  shall  constitute  a  revolving  fund  which  may  be  used 
by  the  Administration  in  the  exercise  of  its  functions  under 
this  Act. 

(c)  There  are  hereby  authorized  to  be  appropriated  such 
sums  as  may  be  necessary  and  appropriate  for  the  adminis¬ 
trative  expenses  of  the  Administration. 

PUEPOSES  OF  EEVOLVING  FUND 

Sec.  306.  The  Administration  is  authorized  to  use  its 
revolving  fund — 

(1)  to  invest  in  small  business  investment  com¬ 
panies  as  provided  in  section  404 ; 

(2)  to  make  loans  to  small  business  investment 
companies  as  provided  in  section  405 ;  and 

(3)  to  make  loans  to  State  and  local  development 
companies  as  provided  in  section  601. 
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TITLE  IV— SMALL  BUSINESS  INVESTMENT 

COMPANIES 

ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT 

COMPANIES 

Sec.  401.  (a)  Small  business  investment  companies 
may  be  formed  for  the  purpose  of  operating  under  this  Act 
by  any  number  of  persons  not  less  than  five,  who  shall  sub¬ 
scribe  to  the  articles  of  incorporation  of  any  such  company. 

(b)  The  articles  of  incorporation  of  any  small-business 
investment  company  shall  specify  in  general  terms  the  objects 
for  which  the  company  is  formed,  the  name  assumed  by  such 
company,  the  area  or  areas  where  its  operations  are  to  be 
carried  on,  the  place  where  its  principal  office  is  to  be  located, 
and  the  amount  and  classes  of  its  shares  of  capital  stock; 
and  the  articles  may  contain  any  other  provisions  not  incon¬ 
sistent  with  this  Act  that  the  company  may  see  fit  to  adopt 
for  the  regulation  of  its  business  and  the  conduct  of  its 
affairs.  Such  articles  and  any  amendments  thereto  adopted 
from  time  to  time  shall  be  subject  to  the  approval  of  the 
Administration. 

(c)  The  articles  of  incorporation  and  amendments 
thereto  shall  be  forwarded  to  the  Administration  for  con¬ 
sideration  and  approval  or  disapproval.  In  determining 
whether  to  approve  the  establishment  of  such  a  company 
and  its  proposed  articles  of  incorporation,  the  Administration 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


17 


shall  give  due  regard,  among  other  things,  to  the  need  for 
the  financing  of  small-business  concerns  in  the  area  in  which 
the  proposed  company  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  company,  the 
number  of  such  companies  previously  organized  in  the 
United  States,  and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the  Administration  may 
in  its  discretion  approve  the  articles  of  incorporation  and 
issue  a  permit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the  company  shall 
become  and  be  a  body  corporate,  and  as  such,  and  in  the 
name  designated  in  its  articles,  shall  have  power — 

(1)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  for  a  period  of  thirty  years, 
unless  extended  as  provided  in  section  409  (f),  or 
unless  sooner  dissolved  by  the  act  of  the  shareholders 
owning  two-thirds  of  the  stock  or  by  an  Act  of  Congress, 
or  unless  its  franchise  becomes  forfeited  by  some  viola¬ 
tion  of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in 
any  court  of  law  or  equity; 

(5)  by  its  board  of  directors,  to  appoint  such  offi¬ 
cers  and  employees  as  may  be  deemed  proper,  define 
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their  authority  and  duties,  fix  their  compensation,  re¬ 
quire  bonds  of  such  of  them  as  it  deems  advisable  and 
fix  the  penalty  thereof,  dismiss  such  officers  or  em¬ 
ployees,  or  any  thereof,  at  pleasure,  and  appoint  others 
to  fill  their  places; 

(6)  to  adopt  bylaws  regulating  the  manner  in 
which  its  stock  shall  be  transferred,  its  officers  and 
employees  appointed,  its  property  transferred,  and  the 
privileges  granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject 
to  the  approval  of  the  Administration  ; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any 
property  (real,  personal,  or  mixed)  whenever  necessary 
or  appropriate  to  the  carrying  out  of  its  lawful  functions ; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United 
States  when  so  designated  by  the  Secretary  of  the 
Treasury; 

(10)  to  operate  in  such  area  or  areas  as  may  be 
specified  in  its  articles  of  incorporation  and  approved 
by  the  Administration;  and 

(11)  to  exercise  the  other  powers  set  forth  in  this 
Act  and  such  incidental  powers  as  may  be  reasonably 
necessary  to  carry  on  the  business  for  which  the  company 
is  established. 

(e)  The  board  of  directors  of  each  small-business  invest- 


19 


1  ment  company  shall  consist  of  nine  members,  all  of  whom 

2  shall  be  elected  annually  by  the  holders  of  the  shares  of 

3  stock  of  the  company. 

4  CAPITAL-STOCK  PROVISIONS 

5  Sec.  402.  (a)  Each  company  organized  under  this  Act 

6  shall  have  a  paid-in  capital  and  surplus  equal  to  at  least 

7  $500,000  before  it  shall  commence  business.  In  order  to 

8  facilitate  the  formation  of  small-business  investment  com- 

9  panics,  the  Administration  is  hereby  authorized,  notwith- 

10  standing  any  other  provisions  of  law,  to  invest  in  the  shares 

11  of  stock  of  such  companies  in  an  amount  equal  to  not  more 

12  than  $250,000. 

13  (h)  The  shares  of  stock  in  any  small-business  invest- 

14  ment  company  shall  be  eligible  for  purchase  by  member 

15  banks  of  the  Federal  Reserve  System,  nonmember  insured 
15  banks,  financial  institutions,  insurance  companies,  corpora¬ 
ls  tions,  partnerships,  or  other  persons.  In  no  event  shall  any 
15  member  bank  of  the  Federal  Reserve  System  or  any  non- 
19  member  insured  bank  hold  such  shares  in  small  business 
25  investment  companies  in  an  amount  aggregating  more  than 

21  1  percent  of  the  capital  and  surplus  of  such  bank.  Upon 

22  application  of  any  such  eligible  purchaser,  the  Administra- 
25  tion  shall  sell  to  such  purchaser  all  or  a  portion  of  such 

24  shares  it  may  hold  in  a  company. 

25  (c)  The  aggregate  amount  of  shares  in  any  such  com- 
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pany  or  companies  which  may  be  owned  or  controlled  by 
any  stockholder,  or  by  any  group  or  class  of  stockholders, 
may  be  limited  by  the  Administration. 

BORROWING  POWER 

Sec.  403.  (a)  Each  small-business  investment  company 
shall  have  authority  to  borrow  money  and  to  issue  its 
debenture  bonds,  promissory  notes,  or  other  obligations  under 
such  general  conditions  and  subject  to  such  limitations  and 
regulations  as  the  Administration  may  prescribe. 

(b)  To  encourage  the  formation  and  growth  of  small- 
business  investment  companies,  the  Administration  is 
authorized  to  lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shall  bear  interest  at  a 
rate,  and  contain  such  other  terms,  as  the  Administration 
may  fix.  The  total  amount  of  obligations  purchased  and 
outstanding  at  any  one  time  by  the  Administration  in  any 
one  company  shall  not  exceed  50  percent  of  the  paid-in 
capital  and  surplus  of  such  company. 

PROVISION  OF  EQUITY  CAPITAL  FOR  SMALL-BUSINESS 

CONCERNS 

Sec.  404.  (a)  It  shall  be  a  primary  function  of  each 
small-business  investment  company  to  provide  a  source  of 
needed  equity  capital  for  small-business  concerns  which 
meet  the  standards  of  eligibility  promulgated  by  the  Board 
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under  section  202,  in  the  manner  and  subject  to  the  con¬ 
ditions  described  in  this  section. 

(b)  Capital  shall  be  provided  by  a  company  to  a  small- 
business  concern  only  through  the  purchase  of  debenture 
bonds  (of  such  concern)  which  shall — 

(1)  bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  company  may  fix  with  the  approval 
of  the  Administration; 

(2)  be  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest;  and 

(3)  be  convertible  on  any  interest  payment  date 
prior  to  maturity  (unless  previously  called) ,  at  the  op¬ 
tion  of  the  company,  into  stock  of  such  concern  at  the 
sound  book  value  of  such  stock  determined  at  the  time  of 
the  issuance  of  the  debenture  bonds. 

(c)  Before  any  capital  is  provided  to  a  small-busi¬ 
ness  concern  under  this  section — 

( 1 )  the  company  may  require  such  concern  to  re¬ 
finance  any  or  all  of  its  outstanding  indebtedness  so 
that  the  company  is  the  only  holder  of  any  evidence  of 
indebtedness  of  such  concern ;  and 

(2)  except  as  provided  in  regulations  issued  by 
the  Administration,  such  concern  shall  agree  that  it  will 
not  thereafter  incur  any  indebtedness  without  first  se- 
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curing  the  approval  of  the  company  and  giving  the 
company  the  first  opportunity  to  finance  such  indebted¬ 
ness. 

(d)  Whenever  a  company  provides  capital  to  a  small- 
business  concern  under  this  section,  such  concern  shall  be 
required  to  become  a  stockholder-proprietor  of  the  company 
by  investing  in  the  capital  stock  of  the  company  in  an 
amount  equal  to  not  less  than  2  percent  nor  more  than 
5  percent  of  the  amount  of  the  capital  so  provided,  as 
prescribed  by  the  Administration. 

LONG-TERM  LOANS  TO  SMALL-BUSINESS  CONCERNS 
Sec.  405.  (a)  Each  company  is  authorized  to  make 
loans,  in  the  manner  and  subject  to  the  conditions  described 
in  this  section,  to  incorporated  and  unincorporated  small- 
business  concerns  which  meet  the  standards  of  eligibility 
promulgated  by  the  Board  under  section  202  in  order  to 
provide  such  concerns  with  funds  needed  for  sound  financing, 
growth,  modernization,  and  expansion. 

(b)  Loans  made  under  this  section  may  be  made 
directly,  or  in  cooperation  with  other  lending  institutions 
through  agreements  to  participate  on  an  immediate  or 
deferred  basis. 

(c)  The  maximum  rate  of  interest  for  the  company’s 
share  of  any  loan  made  under  this  section  shall  be  deter¬ 
mined  by  the  Administration. 
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(d)  Loans  made  under  this  section  shall  have  a  maturity 
not  exceeding  thirty  years. 

(e)  All  loans  made  under  this  section  shall  be  of  such 
sound  value,  or  so  secured,  as  reasonably  to  assure  repay¬ 
ment. 

(f)  Any  company  which  has  made  a  loan  to  a  small- 
business  concern  under  this  section  is  authorized  to  extend 
the  maturity  of  or  renew  such  loan  for  additional  periods  not 
exceeding  ten  years  if  the  company  finds  that  such  extension 
or  renewal  will  aid  in  the  orderly  liquidation  of  such  loan. 

AGGREGATE  LIMITATIONS 

Sec.  406.  Without  the  approval  of  the  Administration, 
the  aggregate  amount  of  obligations  and  securities  acquired 
and  for  which  commitments  may  be  issued  by  any  small 
business  investment  company  under  the  provisions  of  this 
Act  for  any  single  enterprise  shall  not  exceed  33-§-  percent  of 
the  combined  capital  and  surplus  of  such  small  business  in¬ 
vestment  company  authorized  by  this  Act. 

EXEMPTIONS 

Sec.  407.  (a)  Section  3  of  the  Securities  Act  of  1933,  as 
amended  (15  U.  S.  C.  77C),  is  hereby  amended  by  insert¬ 
ing  at  the  end  thereof  the  following  new  subsection  (c)  : 

“  (c)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 


24 


exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Administration  Act  of  1958  if 
its  finds,  having  regard  to  the  purposes  of  that  Act,  that  the 
enforcement  of  this  Act  with  respect  to  such  securities  is  not 
necessary  in  the  public  interest  and  for  the  protection  of 
investors.” 

(b)  Section  304  of  the  Trust  Indenture  Act  of  1939 
(15  U.  S.  C.  77  ddd)  is  hereby  amended  by  adding  the 
following  subsection  (e)  : 

“  (e)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  herein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Administration  Act  of  1958  if 
it  finds,  having  regard  to  the  purposes  of  that  Act,  that  the 
enforcement  of  this  Act  with  respect  to  such  securities  is  not 
necessary  in  the  public  interest  and  for  the  protection  of 
investors.” 

TAX  PEOVISIONS 

Sec.  408.  (a)  Section  165  of  the  Internal  Revenue 
Code  of  1954  (relating  to  deduction  for  losses)  is  amended 
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1  by  adding  at  the  end  of  subsection  (k)  the  following  new 

2  paragraphs : 

“(3)  For  special  rule  for  losses  on  stock  in  a  small 
business  investment  company,  see  section  1242. 

“(4)  For  special  rule  for  losses  of  a  small  business 
investment  company,  see  section  1243.” 

3  (b)  Subchapter  (P)  of  the  Internal  Revenue  Code  of 

4  1954  is  amended  by  adding  at  the  end  thereof  the  following 

5  new  sections: 

6  “SEC.  1242.  LOSSES  ON  SMALL  BUSINESS  INVESTMENT 

7  COMPANY  STOCK. 

8  “In  the  case  of  a  taxpayer  if — 

9  “(1)  A  loss  is  on  stock  in  a  small  business  invest- 

10  ment  company  as  organized  under  title  IV  of  the  Small 

11  Business  Investment  Administration  Act  of  1958,  and 

12  “(2)  Such  loss  would  (but  for  this  section)  be 

13  treated  as  a  loss  from  the  sale  or  exchange  of  a  capital 

14  asset, 

15  then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or 

16  exchange  of  an  asset  which  is  not  a  capital  asset. 

II  “SEC.  1243.  LOSS  OF  SMALL  BUSINESS  INVESTMENT  COM- 

18  PANY. 

19  “In  the  case  of  a  small  business  investment  company, 


20  if— 
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"(1)  A  loss  is  on  convertible  debentures  (including 
stock  received  pursuant  to  the  conversion  privilege) 
acquired  pursuant  to  section  404  of  the  Small  Business 
Investment  Administration  Act  of  1958,  and 

“(2)  Such  loss  would  (but  for  this  section)  be 
treated  as  a  loss  from  the  sale  or  exchange  of  a  capital 
asset, 

then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or  ex¬ 
change  of  an  asset  which  is  not  a  capital  asset.” 

(c)  Section  243  of  the  Internal  Revenue  Code  of  1954 
(relating  to  dividends  received  by  corporations)  is  amended 
as  follows : 

(1)  by  striking  from  subsection  (a)  the  following 
language  “In  the  case  of  a  corporation”  and  inserting 
in  lieu  thereof  the  following  language  “In  the  case  of 
a  corporation  (other  than  a  small  business  investment 
company  as  defined  in  the  Small  Business  Investment 
Administration  Act  of  1958).” 

(2)  By  adding  at  the  end  thereof  the  following 
new  subsection: 

“(c)  Small  Business  Investment  Company  — 
In  the  case  of  a  small  business  investment  company,  there 
shall  be  allowed  as  a  deduction  an  amount  equal  to  100  per¬ 
cent  of  the  amount  received  as  dividends  (other  than  divi¬ 
dends  described  in  paragraph  (1)  of  section  244,  relating 
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to  dividends  on  preferred  stock  of  a  public  utility)  from  a 
domestic  corporation  which  is  subject  to  taxation  under  this 
chapter.” 

(d)  Section  246  (b)  (1)  is  amended  by  striking  “243” 
wherever  appearing  and  inserting  in  lieu  thereof  “243  (a) 
and  (b)  ”. 

MISCELLANEOUS 

Sec.  409.  (a)  Wherever  practicable  the  operations  of  a 
small  business  investment  company,  including  the  genera¬ 
tion  of  business,  may  be  undertaken  in  cooperation  with 
banks  or  other  financial  institutions,  and  any  servicing  or 
initial  investigation  required  for  loans  or  acquisitions  of 
securities  by  the  company  under  the  provisions  of  this  Act 
may  be  handled  through  such  banks  or  other  financial  insti¬ 
tutions  on  a  fee  basis.  Any  small  business  investment  com¬ 
pany  may  receive  fees  for  services  rendered  to  such  banks  or 
other  financial  institutions. 

(b)  Each  small  business  investment  company  may  make 
use,  wherever  practicable,  of  the  advisory  services  of  the 
Federal  Reserve  System  and  of  the  Department  of  Commerce 
which  are  available  for  and  useful  to  industrial  and  com¬ 
mercial  businesses,  and  may  provide  consulting  and  advisory 
services  on  a  fee  basis  and  have  on  its  staff  persons  competent 
to  provide  such  services.  Federal  Reserve  banks  are  author¬ 
ized  to  act  as  a  depository  or  fiscal  agent  for  any  company 
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organized  under  this  Act.  Such  companies  may  invest 
funds  not  reasonably  needed  for  their  current  operations  in 
direct  obligations  of,  or  obligations  guaranteed  as  to  principal 
and  interest  by  the  United  States. 

(c)  The  Administration  is  authorized  to  prescribe  regu¬ 
lations  governing  the  operations  of  small  business  investment 
companies  and  to  carry  out  the  provisions  of  this  Act  in  ac¬ 
cordance  with  the  purposes  of  this  Act.  Each  small  business 
investment  company  shall  be  subject  to  examinations  made 
by  direction  of  the  Administration  by  examiners  selected  or 
approved  by  the  Administration,  and  the  cost  of  such  exam¬ 
inations,  including  the  compensation  of  the  examiners,  may 
in  the  discretion  of  the  Administration  be  assessed  against  the 
company  examined  and  when  so  assessed  shall  be  paid  by 
such  company.  Every  such  company  shall  make  such  re¬ 
ports  to  the  Administration  at  such  times  and  in  such  form  as 
the  Administration  may  require. 

(d)  Should  any  small  business  investment  company  vio¬ 
late  or  fail  to  comply  with  any  of  the  provisions  of  this  Act 
or  of  regulations  prescribed  herunder,  all  of  its  rights,  privi¬ 
leges,  and  franchises  derived  herefrom  may  thereby  be  for¬ 
feited.  Before  any  such  company  shall  be  declared  dissolved, 
or  its  rights,  privileges,  and  franchises  forfeited,  any  non- 
compbance  with  or  violation  of  this  Act  shall,  however,  be 
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determined  and  adjudged  by  a  court  of  the  United  States  of 
competent  jurisdiction  in  a  suit  brought  for  that  purpose  in 
the  district,  territory,  or  other  place  subject  to  the  jurisdic¬ 
tion  of  the  United  States,  in  which  the  principal  office  of  such 
company  is  located,  which  suit  shall  be  brought  by  the 
United  States  at  the  instance  of  the  Administration  or  the 
Attorney  General. 

(e)  Whenever  in  the  judgment  .of  the  Administra¬ 
tion  any  person  has  engaged  or  is  about  to  engage  in  any 
acts  or  practices  which  constitute  or  will  constitute  a  viola¬ 
tion  of  any  provision  of  this  Act  or  of  any  regulation  there¬ 
under,  the  Administration  may  make  application  to  the 
proper  district  court  of  the  United  States,  or  the  United 
States  courts  of  any  Territory  or  other  place  subject  to  the 
jurisdiction  of  the  United  States,  for  an  order  enjoining  such 
acts  or  practices,  or  for  an  order  enforcing  compliance  with 
such  provision,  and  such  courts  shall  have  jurisdiction  of 
such  actions  and  upon  a  showing  by  the  Administration  that 
such  person  has  engaged  or  is  about  to  engage  in  any  such 
acts  or  practices  a  permanent  or  temporary  injunction,  re¬ 
straining  order,  or  other  order,  shall  be  granted  without 
bond. 

(f)  Any  small  business  investment  company  may  at  any 
time  within  the  two  years  next  previous  to  the  date  of  the 
expiration  of  its  corporate  existence,  by  a  vote  of  the  share- 
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holders  owning  two-thirds  of  its  stock,  apply  to  the  Admin¬ 
istration  for  approval  to  extend  the  period  of  its  corporate  ex¬ 
istence  for  a  term  of  not  more  than  thirty  years,  and  upon 
approval  of  the  Administration  as  provided  in  section  401 
hereof  such  company  shall  have  its  corporate  existence  ex¬ 
tended  for  such  period  unless  sooner  dissolved  by  the  act  of 
the  shareholders  owning  two-thirds  of  its  stock,  or  by  an  Act 
of  Congress  or  unless  its  franchise  becomes  forfeited  as 
herein  provided. 

(g)  Nothing  in  this  Act  or  in  any  other  provision  of 
law  shall  be  deemed  to  impose  any  liability  on  the  United 
States  with  respect  to  any  obligations  entered  into,  or  stocks 
issued,  or  commitments  made,  by  any  company  organized 
under  this  Act. 

TITLE  V— CONVERSION  OE  STATE  CHARTERED 
INVESTMENT  COMPANIES 
Sec.  501.  (a)  Any  investment  company  may,  by  the 
vote  of  the  shareholders  owning  not  less  than  51  percent 
of  the  capital  stock  of  such  corporation,  with  the  approval 
of  the  Administration,  be  converted  into  a  small  business 
investment  company  under  this  Act. 

(b)  In  such  case  the  articles  of  association  and  organi¬ 
zation  certificate  may  be  executed  by  a  majority  of  the 
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directors  of  the  corporation,  and  the  certificate  shall  declare 
that  the  owners  of  51  percent  of  the  capital  stock  have 
authorized  the  directors  to  make  such  certificate  and  to 
change  or  convert  the  corporation  into  a  small  business  in¬ 
vestment  company.  A  majority  of  the  directors,  after  exe¬ 
cuting  the  articles  of  association  and  the  organization  certifi¬ 
cate,  shall  have  power  to  execute  all  other  papers  and  to 
do  whatever  may  be  required  to  make  its  organization  per¬ 
fect  and  complete  as  a  small  business  investment  company. 
The  shares  of  any  such  company  may  continue  to  be  for  the 
same  amount  each  as  they  were  before  the  conversion,  and 
the  directors  regardless  of  number,  may  continue  to  be 
directors  of  the  corporation  until  the  election  of  the  board 
of  directors  is  held  in  accordance  with  regulations  of  the 
Administration. 

(c)  When  the  Administration  has  given  to  such  com¬ 
pany  a  certificate  that  the  provisions  of  this  Act  have  been 
complied  with,  such  company,  and  all  its  stockholders, 
owners,  and  employees,  shall  have  the  same  powers  and 
privileges  and  shall  be  subject  to  the  same  duties,  liabilities, 
and  regulations,  in  all  respects,  as  shall  have  been  prescribed 
by  this  Act  for  companies  originally  organized  as  small 
business  investment  companies. 
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TITLE  VI— STATE  AND  LOCAL  DEVELOPMENT 

COMPANIES 

Sec.  601.  (a)  The  Administration  is  authorized  to 
make  loans  to  State  and  local  development  companies  pro¬ 
vided  that  such  funds  be  used  only  to  supply  equity  capital 
to  small-business  concerns  in  a  manner  which  will  assist  in 
carrying  out  the  purposes  of  this  Act.  Any  funds  advanced 
under  this  subsection  shall  be  in  exchange  for  obligations 
of  such  institution,  which  bear  interest  at  a  rate,  and  contain 
such  other  terms  as  the  Administration  mav  fix,  and  funds 
may  be  so  advanced  without  regard  to  the  use  and  invest¬ 
ment  by  such  institution  of  funds  secured  by  it  from  other 
sources. 

(b)  The  total  amount  of  obligations  purchased  and  out¬ 
standing  at  any  one  time  by  the  Administration  under  this 
section  to  any  one  State  or  local  development  company  shall 
not  exceed  50  percent  of  such  institution’s  paid-in  capital 
and  surplus. 

TITLE  VII— CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

REPEAL  OF  SECTION  13B  OF  THE  FEDERAL  RESERVE  ACT 

Sec.  701.  Effective  one  year  after  the  date  of  enact¬ 
ment  of  this  Act,  section  13b  of  the  Federal  Reserve  Act 
(12  U.  S.  C.  352a)  is  hereby  repealed;  but  such  repeal 
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1  shall  not  affect  the  power  of  any  Federal  Reserve  bank  to 

2  carry  out,  or  protect  its  interest  under,  any  agreement 

3  theretofore  made  or  transaction  entered  into  in  carrying  on 

4  operations  under  that  section. 

5  RETURN  OF  FUNDS  TO  TREASURY 

6  Sec.  702.  (a)  Within  sixty  days  after  the  enactment 

7  of  this  Act,  each  Federal  Reserve  bank  shall  pay  to  the 

8  United  States  the  aggregate  amount  which  the  Secretary 

9  of  the  Treasury  has  heretofore  paid  to  such  bank  under  the 

10  provisions  of  section  13b  of  the  Federal  Reserve  Act;  and 

11  such  payment  shall  constitute  a  full  discharge  of  any  obliga- 

12  tion  or  liability  of  the  Federal  bank  to  the  United  States 

13  or  to  the  Secretary  of  the  Treasury  arising  out  of  subsection 

14  (e)  of  said  section  13b  or  out  of  any  agreement  thereunder. 

15  (b)  The  amounts  repaid  to  the  United  States  pursuant 

16  to  section  202,  and  any  remaining  balance  of  the  funds  set 

17  aside  in  the  Treasury  for  payments  under  section  13b  of 

18  the  Federal  Reserve  Act  shall  be  covered  into  miscellaneous 

19  receipts. 

20  AUTHORITY  TO  SELL  ASSETS  TO  SMALL  BUSINESS 

21  INVESTMENT  COMPANIES 

22  Sec.  703.  Any  small  business  investment  company 

23  organized  under  this  Act  may  purchase  from  any  Federal 

24  Reserve  bank,  and  any  Federal  Reserve  bank  is  authorized 
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to  sell  to  any  such  company,  at  such  reasonable  price  as 
may  be  agreed  upon,  any  or  all  of  the  assets  heretofore  or 
hereafter  acquired  by  such  Reserve  bank  under  the  pro¬ 
visions  of  section  13b  of  the  Federal  Reserve  Act. 

TITLE  VIII— CRIMINAL  PENALTIES 

Sec.  801.  (a)  The  first  paragraph  of  section  217  of 
title  18,  United  States  Code,  is  amended  by  inserting  after 
“farm  credit  examiner,”  the  following:  “or  of  any  small 
business  investment  company,”. 

(b)  Section  218  of  such  title  is  amended  by  inserting 
after  “National  Agricultural  Credit  Corporations,”  the  fol¬ 
lowing:  “or  an  examiner  of  small  business  investment 
companies,”. 

Sec.  802.  (a)  The  first  paragraph  of  section  221  of 
such  title  is  amended  by  inserting  after  “United  States,” 
the  following:  “or  a  small  business  investment  company,”. 

(b)  The  second  paragraph  of  such  section  221  is 
amended  by  inserting  after  “Congress,”  the  following:  “or 
any  small  business  investment  company,”. 

(c)  The  heading  of  such  section  221  is  amended  by 
striking  out  “farm  loan  or  land  bank”  and  inserting  in  lieu 
thereof  “farm  loan,  land  bank,  or  small  business”. 

(d)  The  table  of  sections  for  chapter  11  of  such  title  18 
is  amended  by  striking  out  “farm  loan  or  land  bank”  in  the 
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reference  to  section  221  and  inserting  in  lieu  thereof  “farm 
loan,  land  bank,  or  small  business”. 

Sec.  803.  Section  657  of  such  title  is  amended  by  in¬ 
serting  after  “Federal  Savings  and  Loan  Insurance  Corpora¬ 
tion,”  the  following:  “or  any  small  business  investment 
company,”. 

Sec.  804.  Section  1006  of  such  title  is  amended  by  in¬ 
serting  after  “Federal  Savings  and  Loan  Insurance  Corpora¬ 
tion,”  the  following:  “or  any  small  business  investment 
company,”. 

lb. 

Sec.  805.  Section  1014 -^f  such  title  is  amended  bv 
inserting  after  “a  Federal  Reserve  bank,”  the  following:  “or 
of  a  small  business  investmenf^ompany,”. 
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Rabbi  Charles  M.  Rubel,  Congregation 
Sherah  Israel,  Macon,  Ga.,  oil^red  the 
following  prayer: 

Sovereign  Ruler  of  the  universe,  in 
whose  hands  rest  the  destinies  of  Wan 
and  of  nations:  Look  down  from  T^y 
holy  habitation  upon  our  beloved  coui 
try,  the  United  States  of  America;  and' 
in  Thy  mercy  guide  it,  and  preserve  it, 
in  safety  and  in  happiness.  Give  it  of 
Thy  bounties,  of  the  dew  of  heaven  and 
the  fatness  of  the  earth,  so  it  may  con¬ 
tinue  to  prosper;  and  bring  peace  and 
contentment  to  all  its  inhabitants. 
Cause  all  within  its  borders  to  dwell  in 
harmony  and  peace.  May  we  all  seek 
one  another’s  well-being  and  the  com¬ 
mon  good. 

We  pray  Thee,  O  Father  in  heaven, 
bless  our  beloved  President  of  the  United 
States,  Dwight  D.  Eisenhower,  whom 
Thou  didst  endow  with  Thy  heavenly 
spirit  to  enable  him  to  save  our  country 
from  mortal  enemies.  Give  him  health 
and  strength,  to  continue  to  lead  us  into 
the  paths  of  peace  and  prosperity,  jus¬ 
tice  and  righteousness.  Send  down  Thy 
heavenly  blessings,  also,  upon  our  be¬ 
loved  Vice  President  of  the  United 
States,  Richard  M.  Nixon,  who  stands 
beside  our  leader  at  all  times,  to  help 
him  guide  our  land  to  its  destinies. 

Bless  each  and  every  one  of  these  ch( 
sen  representatives  of  our  people,  fcfie 
honorable  Senators  of  our  48  States, 
their  families,  and  dear  ones.  / May 
they  always  devote  themselves  un¬ 
selfishly  to  the  welfare  of  oujf  beloved 
country.  Grant  them  wise  aira  discern¬ 
ing  hearts,  to  legislate  wiselVand  benefi¬ 
cently.  May  they  deal  jtfstly  with  all 
the  problems  confronting  them  for  the 
welfare  of  our  people.  2Way  all  their  de¬ 
liberations  be  in  thg  spirit  of  Thine 
eternal  truths.  Bless  all  other  repre¬ 
sentatives  of  our  People  and  all  others 
who  exercise  just/and  rightful  authority. 

We  pray  also /or  the  welfare  of  all  the 
nations  of  the  world  and  for  all  man¬ 
kind,  which/  is  now  undergoing  the 
pangs  of  y  rebirth,  through  their  own 
representatives  at  the  United  Nations. 
May  our  beloved  United  States  always 
be  the/torch  bearer  of  true  internation¬ 
al  love  and  friendship,  understanding, 
ancr  liberty,  for  all.  May  the  day  soon 
come  when  the  words  of  the  divine 


prophet  will  be  realized,  that  nation 
shall  not  lift  up  sword  against  nation, 
neither  shall  they  learn  war  any  more. 
May  our  country  ever  be  the  home  of 
justice  and  freedom.  Shelter  it  beneatl 
the  shadow  of  Thy  wings,  and  spread  tj 
canopy  of  Thy  peace  over  our  land,  and 
,the  lands  of  all  the  world,  so  they/may 
|11  form  one  bond  of  unity,  in  loyfe  and 
tendship,  thus  performing  rpny  will 
witfo  a  perfect  heart.  Amen. 


THE  JOURNi 

On  reejuest  of  Mr.  Johnson  of  Texas, 
and  by  unWimous  cogent,  the  reading 
of  the  Journal  of  the  proceedings  of 
Thursday,  Apkjl  17J/1958,  was  dispensed 
with. 


REPORT  OF/  A  COMMITTEE  SUB¬ 
MITTED  PARING  ADJOURNMENT 

Under  authority  of  ehe  order  of  the 
Senate  of  January  16,  1938, 

Mr.  ^RUSSELL,  from  tfite  Committee 
on  Appropriations,  on  April\8,  1958,  re¬ 
ported  favorably,  with  amendments,  the 
bill  (H.  R.  11767)  making  appropriations 
5r  the  Department  of  Agriculture  and 
irm  Credit  Administration  foK  the 
fiscal  year  ending  June  30,  1959,  anchfor 
other  purposes,  and  submitted  a  report 
(No.  1438)  thereon,  which  was  printec 


MESSAGES  FROM  THE  PRESIDENT 

Messages  in  writing  from  the  Presi¬ 
dent  of  the  United  States  submitting 
nominations  were  communicated  to  the 
Senate  by  Mr.  Miller,  one  of  his  secre¬ 
taries. 


ESSAGE  FROM  THE  HOUSE 

message  from  the  House  of  Repre¬ 
sentatives,  by  Mr.  Maurer,  one  of  its 
'reading  clerks,  announced  that  the 
House  had  passed,  without  amendment, 
the  following  bills  of  the  Senate: 

S.  864.  An  act  to  provide  for  the  transfer 
of  certain  lands  to  the  State  of  Minnesota; 

S.  1118.  An  act  to  facilitate  the  adminis¬ 
tration  and  development  of  the  Whitman 
National  Monument,  in  the  State  of  Wash¬ 
ington,  by  authorizing  the  acquisition  of 
additional  land  for  the  monument,  and  for 
other  purposes; 

S.  2037.  An  act  to  amend  the  act  of  June 
28,  1946,  authorizing  the  performance  of 
necessary  protection  work  between  the  Yuma 
project  and  Boulder  Dam  by  the  Bureau  of 
Reclamation;  and 

S.  3120.  An  act  to  amend  the  acreage  al¬ 
lotment  and  marketing  quota  provisions  of 
the  Agricultural  Adjustment  Act  of  1938,  as 
amended,  to  provide  additional  allotments 
for  farms  in  the  Tulelake  area,  Modoc  and 
Siskiyou  Counties,  Calif.,  for  the  1958  and 
1959  crops  of  wheat,  and  for  other  purposes. 

COMMITTEE  MEETINGS  DURING 
SENATE  SESSION 

On  request  of  Mr.  Johnson  of  Texas, 
and  by  unanimous  consent,  the  following 
committee  and  subcommittees  were  au¬ 
thorized  to  meet  during  the  session  of  the 
Senate  today: 

The  Committee  on  Agriculture  and 
forestry. 

\The  Subcommittee  on  Public  Health, 
Education,  and  Welfare  of  the  Commit¬ 
tee  of  the  District  of  Columbia. 

The\Subcommittee  on  Veterans’  Af¬ 
fairs  ok  the  Committee  on  Labor  and 
Public  welfare. 


EXECUTIVE  MESSAGES  REFERRED 
As  in  executive  session. 

The  VICE  PRESIDENT  laid  before  the 
Senate  messages  from  the  President  of 
the  United  States  submitting  sundry 
nominations,  and  withdrawing  the  nom¬ 
ination  of  Howard  R.  Jordan,  to  be  post¬ 
master  at  Leighton,  Ala.,  which  nomi¬ 
nating  messages  were  referred  to  the  ap¬ 
propriate  committees. 

(For  nominations  this  day  received,  see 
the  end  of  Senate  proceedings.) 


COT 


ITTEE  SERVICE 


Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  send  to  thkfiesk;  a  proposed  order, 
request  that  the  clerk  state  it,  and  ask 
that  it  be  considered,  immediately. 

The  VICE  PRESENT.  The  pro¬ 
posed  order  will  be  stated  by  the  clerk. 

The  legislative  clerk  re&d  as  follows: 

Ordered,  That  Mr.  Pkoxmi&c  be  excused 
from  further  service  as  a  member  of  the 
Committee  on  Post  Office  and  Ctoll  Service 
and  assigned  to  service  on  the  Committee 
on  Agriculture  and  Forestry. 
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JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  may  say  the  distinguished  junior 
Senator  from  Wisconsin  has  been  in  this 
body  tply  a  short  time,  but  he  has  made 
a  profound  impression  on  every  Member 
of  the  body.  He  asked  for  service  on  the 
Committee  on  Agriculture  and  Forestry. 
This  is  trin  first  vacancy  we  have  had 
since  he  caike  to  the  Senate  to  which  he 
could  be  assigned.  He  has  manifested 
a  great  deal  interest  in  the  subject 
and  speaks  with  authbrity  on  it.  I  am 
delighted,  by  the  difection  of  the  15-man 
Democratic  steering  committee,  with  the 
approval  of  the  minority  leader,  to  pre¬ 
sent  this  order  to  the'-Senate  at  this  time 
and  ask  Senate  approval. 

The  VICE  PRESIDENT.  The  question 
is  on  agreeing  to  the  orde 
The  order  was  entered. 

Mr.  JOHNSON  of  Texas\  Mr.  Presi¬ 
dent,  I  send  another  proposed  order  to 
the  desk  and  ask  for  its  immediate  con¬ 
sideration. 

The  VICE  PRESIDENT.  The  pro¬ 
posed  order  will  be  read  by  the  clef 
The  legislative  clerk  read  as  follow 
Ordered,  That  Mr.  Clark  be  appointed,  to 
the  Committee  on  Post  Office  and  Civil 
Service. 


Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  should  like  to  observe  that  the 
Senator  from  Pennsylvania  has  previ¬ 
ously  served  on  the  committee,  has  done 
outstanding  work  in  the  field  of  post 
office  and  civil  service  and  related  mat¬ 
ters,  and  he  has  expressed  a  desire  to 
serve  on  the  committee.  The  Demo¬ 
cratic  steering  committee  has  unani-  /or  retreat? 
mously  recommended  his  assignment  to/  of  liberty, 
the  committee.  We  have  cleared  with  to  the  Ame: 
the  minority  leader  taking  up  this  matter 
at  this  time. 

Mr.  CARLSON.  Mr.-  President*'  I 
should  like  to  state,  as  the  ranking’  mi¬ 
nority  member  of  the  Committee  o0  Post 
Office  and  Civil  Service,  it  has  been  a 
pleasure  to  have  worked  with  and/to  have 
been  associated  with  the  Senator  from 
Wisconsin.  While  we  regret  to  see  him 
leave  that  committee,  we  are  glad  we 
shall  get  the  services  of  the  Senator  from 
Pennsylvania. 

Mr.  JOHNSON  of  Texas/  I  appreciate 
the  sentiments  expressed/ny  the  Senator 
from  Kansas.  We  appreciate  his  com¬ 
plete  cooperation  with  As  at  all  times. 

The  VICE  PRESIDENT.  The  question 
is  on  agreeing  to  the 
The  order  was  entered. 


It  is  a  day  dear  to  the  hearts  of  a; 
Texans,  wherever  they  may  be.  This  is 
San  Jacinto  Day.  The  battle  won /by 
Gen.  Sam  Houston  at  the  junction  of 
the  San  Jacinto  River  and  Buffalo  Bayou 
permanently  changed  the  course  pf  de¬ 
velopment  in  this  country. 

The  freedom  of  Texas  from /Mexico, 
won  at  San  Jacinto,  led  to  ai/iexation. 
and  to  the  Mexican  War,  which  resulted 
in  the  acquisition  by  the  United  States 
of  Texas,  New  Mexico,  Arizpma,  Nevada, 
California,  Utah,  and  parts'  of  Colorado, 
Wyoming,  Kansas,  and  Oklahoma.  Al¬ 
most  one-third  of  the  present  area  of 
the  American  Nation— Aearly  1,000,000 
square  miles  of  territo/y — changed  sov¬ 
ereignty. 

When  trouble  developed  between  the 
colonists  and  the  Mexican  Government, 
the  successive  tragedies  at  San  Antonio, 
San  Patricio,  Agpa  Dulce,  Goliad,  Re¬ 
fugio,  and  Victoria,  and  the  retreat  of 
the  Texas  Army/ followed. 

The  memory  of  the  Alamo  and  Goliad 
massacres  was  very  clear  in  the  hearts 
and  minds  at  Sam  Houston’s  men  when 
they  set  out/for  what  developed  to  be  the 
concluding  military  event  of  the  revolu¬ 
tion.  They  remembered  the  words  of 
William  Barret  Travis,  who,  with  Jim 
owie,  ,/Davy  Crockett,  and  184  others 
der  his  command,  had  died  fighting  in 
the  Alamo,  only  a  few  weeks  before: 

Ijm  besieged  by  a  thousand  or  more  of 
the/Btexicans  under  Santa  Anna.  *  *  *  The 
enemy*,  has  demanded  a  surrender  at  dis- 
tion\)therwise  the  garrison  are  to  be  put 


o  the  s^prd.  *  *  *  I  shall  never  surrender 
*  *  I  call  on  you  in  the  name 
patriotism,  and  everything  dear 
an  character,  to  come  to  our 
aid.  *  *  *  I  dm  determined  to  sustain  my¬ 
self  as  long  as  possible  and  die  like  a  soldier 
who  never  forgete  what  is  due  to  his  own 
honor  and  that  Of  his  country — victory  or 
death. 


Santa  Anna  swef 
army,  thinking  the 
ton  and  his  army 


it  eastward  with  his 
r  was  over.  Hous- 
mWed  eastward,  in 
pursuit:  and  on  April  2rv  as  the  Mexicans 
camped  under  the  higi\  grounds  over 
looking  a  marsh,  the  Texans  attacked. 
The  battle  lasted  18  minutes.  The  Mexi¬ 
can  Army  was  routed;  Santk  Anna  was 
taken  prisoner.  The  war  was  u^uly  ended 
then. 

Few  military  battles  in  North  America 
have  had  greater  significance.  But  for 
Texans,  the  significance  is  not  of  land, 
or  money,  or  bigness,  but  the  bright,  shin¬ 
ing  memory  of  how  and  why  we  won  oVjr 
freedoms. 


LIMITATION 

MO] 

Mr.  JOHNS; 
dent,  under 
usual  morning 
mous  cons 


DEBATE  DURING 
:ng  HOUR 

of  Texas.  Mr.  Presi- 
rule,  there  will  be  the 
hour;  and  I  ask  unani- 
that  statements  made  in 


that  connection  be  limited  to  3  minutes. 

The  "VljCE  PRESIDENT.  Without  ob¬ 
jection,^  is  so  ordered. 

TEXAS  INDEPENDENCE  DAY 

Mn  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  on  this  day,  122  years  ago,  Texas 
wp'n  its  independence  from  Mexico  in 
one  of  the  most  decisive  battles  of  world 
/listory. 


SMALL  BUSINESS  INVESTMENT  AD¬ 
MINISTRATION  ACT  OF  1958 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  on  January  30,  1958,  I  introduced 
a  bill,  S.  3191,  which  proposes  the  estab¬ 
lishment  of  a  system  of  small  business 
capital  banks.  This  bill  was  referred  to 
the  Committee  on  Banking  and  Cur¬ 
rency,  to  be  considered  together  with 
other  bills  designed  to  provide  long-term 
credit  and  equity  capital  for  small 
businesses. 

S.  3191  grew  out  of  hearings  held  in 
the  House  of  Representatives  by  my 
beloved  friend  Representative  Wright 
Patman,  is  aimed  at  one  of  the  great 


problems  now  faced  by  America’s  small 
businesses:  The  problem  of  securing 
long-term  and  equity  money  at  reason¬ 
able  interest  rates. 

In  March  of  this  year,  the  Board  of 
Governors  of  the  Federal  Reserve  System 
released  the  first  two  parts  of  a  very  com¬ 
prehensive  study  of  the  financing  needs 
of  small  businesses.  An  evaluation  of 
the  first  two  parts  of  this  study  would 
indicate  that  other  proposals  for  financ¬ 
ing  business  business  ar^,  worthy  of  con¬ 
sideration.  I  now  introduce  for  appro¬ 
priate  reference  on  behalf  of  myself,  and 
Senators  Fulbright,  Sparkman,  Clark, 
Proxmire,  Hill,  O’Mahoney,  Humphrey, 
Beall,  and  Case  of  New  Jersey,  a  bill 
which  contains  some  of  the  features  em¬ 
bodied  in  S.  3191,  but  which  approaches 
the  problem  in  ways  which  seem  to  be 
indicated  by  some  of  the  conclusions  of 
the  Federal  Reserve  study. 

The  Banking  and  Currency  Committee 
is  now  holding  hearings  on  S.  2160,  S. 
2185,  S.  2286,  and  S.  3191.  The  bill  which 
I  introduce  today  will  also  be  considered 
during  these  hearings,  and  I  am  con¬ 
fident  that  the  committee  will  select  the 
best  and  most  workable  features  of  these 
bills  and  will  report  to  the  Senate  a 
measure  which  can  be  successful  in  solv¬ 
ing  the  long-term  credit  and  equity 
capital  needs  of  small  businesses. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  to  have  printed  in  the  Record  at 
this  point  of  my  remarks  a  sectional 
analysis  of  the  new  bill. 

There  being  no  objection,  the  sectional 
analysis  was  ordered  to  be  printed  in  the 
Record,  as  follows : 

Sectional  Analysis  op  Small  Business  In¬ 
vestment  Administration  Act  op  1958 

TITLE  I — SHORT  TITLE,  STATEMENT  OF  PURPOSE, 
AND  DEFINITIONS 

Section  101 :  The  act  is  cited  as  the  “Small 
Business  Investment  Administration  Act  of 
1958.” 

Section  102:  The  policy  of  Congress  is  to 
establish  a  program  to  stimulate  and  supple¬ 
ment  the  flow  of  private  equity  capital  and 
long-term  loan  funds  to  small-business  con¬ 
cerns. 

Section  103 :  Defines  various  terms  used  in 
the  act. 

TITLE  II - SMALL  BUSINESS  POLICY  BOARD 

Section  201 :  There  is  created  a  Small  Busi¬ 
ness  Policy  Board  to  consist  of  the  Secretary 
of  the  Treasury,  the  Secretary  of  Commerce, 
the  Administrator  of  the  Small  Business 
Administration,  and  the  Administrator  of  the 
Small  Business  Investment  Administration. 

Section.  202:  The  Small  Business  Policy 
Board  has  the  following  functions: 

(a)  to  establish  general  policies  governing 
the  approval  and  disapproval  of  applications 
for  financial  assistance  by  the  Small  Busi¬ 
ness  Administration  -(hereinafter  called 
SBA)  and  the  Small  Business  Investment 
Administration  (hereinafter  called  SBIA); 

(b)  to  coordinate  the  activities  of  the  SBA 
and  the  SBIA,  and  their  activities  with  other 
activities  and  policies  of  the  Government; 

(c)  to  prescribe  standards  and  criteria  for 
the  definition  of  “small  business  concerns,” 
as  used  in  this  act  and  as  used  in  the  Small 
Business  Act  of  1953;  and 

(d)  to  promulgate  standards  to  determine 
the  eligibility  of  small-business  concerns  for 
assistance  as  provided  in  this  act. 

TITLE  in - SMALL  BUSINESS  INVESTMENT 

ADMINISTRATION  •» 

Section  301 :  Creates  an  agency  of  the  Fed¬ 
eral  Government  to  be  known  as  the  Small 
Business  Investment  Administration. 
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Section  302 :  The  management  of  the  SBIA 
is  vested  in  an  Administrator  appointed  by 
the  President  with  the  advice  and  consent 
of  the  Senate.  His  salary  is  set  at  $20,000  a 
year. 

Section  303:  Enumerates  the  general  pow¬ 
ers  of  the  Administrator  (such  as  the  hiring 
of  employees,  availing  himself  of  the  service 
and  facilities  of  other  agencies  and  depart¬ 
ments  of  the  Government,  and  the  acquiring 
and  disposal  of  property  in  connection  with 
carrying  out  the  functions  of  this  act). 

Section  304:  Provides  for  the  deposit  of 
funds  by  the  SBIA,  and  its  contributions  to 
the  civil  service  retirement  and  disability 
fund. 

Section  305:  To  finance  its  activities,  as 
set  forth  in  section  306,  the  SBIA  is  au¬ 
thorized  to  issue  obligations  to  the  Secretary 
of  the  Treasury  in  an  amount  not  exceeding 
$250  million  outstanding.  During  the  first 
year  after  enactment,  the  SBIA  may  not  have 
such  obligations  outstanding  in  excess  of 
$50  million,  and  during  the  second  year  it 
shall  not  have  obligations  outstanding  in 
excess  of  $150  million.  Such  funds  and  pro¬ 
ceeds  therefrom  shall  constitute  a  revolving 
fund.  Interest  rate  paid  to  the  Treasury 
shall  be  not  more  than  the  current  average 
yields  on  United  States  obligations  of  com¬ 
parable  maturities. 

Funds  necessary  to  carry  out  the  admin¬ 
istrative  operations  of  the  SBIA  will  be  ap¬ 
propriated  by  the  Congress. 

Section  306:  The  revolving  fund  of  the 
SBIA  may  be  used  to: 

1.  Invest  in  small  business  investment 
companies; 

2.  Make  loans  to  small  business  investment 
companies;  and 

3.  Make  loans  to  State  and  local  develop¬ 
ment  companies. 

TITLE  IV — SMALL  BUSINESS  INVESTMENT 
COMPANIES 

Section  401:  Small  business  investment 
companies  may  be  formed  by  five  or  more 
persons  subject  to  the  approval  of  the  SBIA. 
Enumerated  are  such  powers  as  are  neces¬ 
sary  to  carry  on  the  business  for  which  the 
company  is  established. 

Section  402:  A  small  business  investment 
company  must  have  $500,000  paid-in  capital 
and  surplus  before  it  may  commence  busi¬ 
ness.  The  SBIA  is  authorized  to  invest  a 
maximum  of  $250,000  in  any  such  company. 
Shares  of  stock  in  such  companies  may  also 
be  purchased  by  member  banks  of  the  Fed¬ 
eral  Reserve  System,  nonmember  banks,  in¬ 
surance  companies,  financial  institutions, 
corporations,  partnerships,  and  other  per¬ 
sons.  A  member  bank  or  an  insured  non¬ 
member  bank,  however,  may  hold  stock  in 
such  companies  only  in  an  aggregate  amount 
of  1  percent  of  such  bank’s  capital  and  sur¬ 
plus.  The  aggregate  amount  of  stock  in  such 
companies  which  may  be  held  by  any  stock¬ 
holder  may  be  limited  by  the  SBIA. 

Section  403:  Small  business  investment 
companies  may  borrow  money  and  issue  obli¬ 
gations  subject  to  limitations  and  regula¬ 
tions  of  the  SBIA.  The  SBIA  is  authorized 
to  lend  money  to  such  companies  upon  such 
terms  and  at  such  interest  rate  as  deter¬ 
mined  by  the  SBIA.  The  SBIA  may  not  have 
loans  outstanding  at  any  one  time  to  any  one 
company  in  an  amount  exceeding  50  percent 
of  the  paid-in  capital  and  surplus  of  such 
company. 

Section  404:  Small  business  investment 
companies  are  authorized  to  provide  equity 
capital  to  eligible  small-business  concerns 
through  the  purchase  of  convertible  deben¬ 
ture  bonds.  Such  bonds  shall  bear  interest 
and  contain  other  such  terms  as  the  com¬ 
pany  may  fix  with  the  approval  of  the  SBIA. 
Before  any  equity  capital  is  provided  to  a 
small-business  concern  under  this  section, 
the  investment  company  may  require  such 
concern  to  (1)  refinance  any  or  all  of  its 
outstanding  debt  so  the  investment  com¬ 
pany  is  the  only  holder  of  evidence  of  in¬ 


debtedness  of  such  concern,  and  (2)  agree 
not  to  thereafter  incur  any  debts  without 
the  approval  of  the  investment  company. 
When  a  small-business  concern  obtains 
equity  capital  under  this  section,  it  is  re¬ 
quired  to  purchase  stock  in  the  investment 
company  in  an  amount  ranging  from  2  to 
5  percent  of  the  funds  it  obtains;  the  amount 
of  such  stock  purchase  to  be  set  by  the 
SBIA. 

Section  405:  Small  business  investment 
companies  are  authorized  to  make  long-term 
loans  to  eligible  small-business  concerns. 
The  maximum  rate  of  interest  on  such  loans 
is  to  be  determined  by  the  SBIA,  and  maxi¬ 
mum  maturity  is  set  at  30  years  with  the 
investment  company  having  the  right  to  ex¬ 
tend  the  maturity  of  any  loan  another  10 
years  if  it  deems  such  extension  advisable 
to  orderly  liquidation  of  the  loan.  Such 
loans  may  be  made  directly  or  in  cooperation 
with  other  lending  institutions  through 
agreements  to  participate  on  an  immediate 
or  deferred  basis. 

Section  406:  Without  the  approval  of  the 
SBIA,  no  small  business  investment  com¬ 
pany  can  have  more  than  one-third  of  its 
combined  capital  and  surplus  in  loans  and 
investments  of  a  single  small  business  con¬ 
cern  at  one  time. 

Section  407:  Securities  issued  by  small 
business  investment  companies  may  be  ex¬ 
empt  by  the  SEC  from  the  Securities  Act 
of  1933  and  the  Trust  Indenture  Act  of  1939, 
or  issued  under  special  regulations,  if  the 
SEC  finds  that  enforcement  of  these  two 
acts  is  not  necessary  in  the  public  interest 
and  for  the  protection  of  investors. 


Section  703 :  Small  business  investment 
companies  are  authorized  to  purchase  from 
any  Federal  Reserve  bank  the  assets  ac¬ 
quired  by  such  bank  under  section  13b  of 
the  Federal  Reserve  Act. 

TITLE  Vin - CRIMINAL  PROVISIONS 

Sections  801-805:  Makes  it  a  crime  for  an 
officer,  director,  agent,  or  employee  of  a 
small  business  investment  company  to  (a) 
make  any  loans  to  an  examiner  of  such 
company,  (b)  receive  a  fee,  gift  or  com¬ 
mission  for  any  transaction  by  the  company 
which  is  not  authorized  in  this  act,  (c) 
embezzle  or  willfully  misapply  any  fun^s 
or  securities  belonging  to  such  company,  and 
(d)  make  a  false  entry  or  report  or  to  make 
an  unauthorized  transaction. 

It  is  a  crime  for  an  examiner  of  a  small 
business  investment  company  to  receive  a 
loan  from  such  company. 

It  is  a  crime  for  anyone  to  knowingly 
make  any  false  statement  or  report  or  to 
willfully  overvalue  any  property  or  securities 
for  the  purpose  of  influencing  the  action 
of  a  small  business  investment  company. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  also  ask  unanimous  consent  that 
the  bill  remain  at  the  desk  for  a  period 
of  24  hours,  in  order  that  other  Senators 
may  have  an  opportunity  to  join  as  co¬ 
sponsors. 

The  VICE  PRESIDENT.  The  bill  will 
be  received  and  appropriately  referred; 
and,  without  objection,  the  bill  will  lie 
on  the  desk,  as  requested  by  the  Senator 
from  Texas. 


Section  408 :  Any  individual  or  corporation 
is  aUowed  an  ordinary  (rather  than  capital) 
loss  derived  from  a  sale  or  exchange  of  stock 
in  a  small  business  investment  company. 

•  Also,  a  small  business  investment  company 
receives  an  ordinary  loss  on  convertible  de¬ 
bentures  (including  stock  received  pursuant 
to  the  conversion  privilege)  acquired  pursu¬ 
ant  to  section  404  above.  Further,  a  divi¬ 
dend  received  deduction  equal  to  100  percent 
(rather  than  85  percent)  of  dividends  re¬ 
ceived  by  a  small  business  investment  corn-* 
pany  is  allowed. 

Section  409:  Contains  miscellaneous  pro¬ 
visions  concerning  the  operations  of  small 
business  investment  companies  and  the  reg¬ 
ulation  of  them  by  the  SBIA. 

TITLE  V - CONVERSION  OF  STATE  CHARTER 

INVESTMENT  COMPANIES 

Section  501:  State  chartered  investment 
companies  may,  upon  the  vote  of  the  ma¬ 
jority  of  stockholders,  be  converted  into  a 
small  business  investment  company  with  the 
approval  of  the  SBIA. 

TITLE  VI - STATE  AND  LOCAL  DEVELOPMENT 

COMPANIES 

Section  601 :  The  SBIA  is  authorized  to 
make  loans  to  State  and  local  development 
companies  with  the  stipulation  that  such 
funds  are  to  be  used  by  such  companies  to 
supply  equity  capital  to  small-business  con¬ 
cerns.  Such  loans  by  the  SBIA  are  to  be  in 
exchange  for  obligations  of  the  develop¬ 
ment  companies  on  such  terms  and  at  an 
interest  rate  set  by  the  SBIA.  The  SBIA 
loans  outstanding  at  any  one  time  to  any 
one  development  company  cannot  exceed  50 
percent  of  a  company’s  paid-in  capital  and 
surplus. 

TITLE  VII - CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

Section  701:  Section  13b  of  the  Federal 
Reserve  Act  (which  provides  that  Federal 
Reserve  banks  may  make  working  capital 
loans  to  business  concerns)  is  repealed  1  year 
after  enactment  of  this  act.  A  savings  pro¬ 
vision  protects  transactions  being  carried 
out. 

Section  702:  Section  13b  funds  are  to  be 
returned  by  the  Federal  Reserve  banks  to  the 
Treasury. 


The  bill  (S.  3651)  to  make  equity  capi¬ 
tal  and  long-term  credit  more  readily 
available  for  small-business  concerns, 
and  for  other  purposes,  introduced  by 
Mr.  Johnson  of  Texas  (for  himself  and 
other  Senators) ,  was  received,  read  twice 
by  its  title,  and  referred  to  the  Com¬ 
mittee  on  Banking  and  Currency. 


\ 


EXECUTIVE  COMMUNICATIONS, 

N  ETC. 

The  VICE  PRESIDENT  laid  befovd  the 
'  Senate  the  following  letters,  whicl/were 
referred  as  indicated; 

Report  on  Certain  Research 

\  Development  Contracts, 

\  / 

A  letter  from  the  Director  of  Research  and 
Development,  Department  of  / the  Army, 
Washington  D.  C.,  transmitting;  pursuant  to 
law,  a  report  on  research  ana  development 
contracts  for  $50,000  or  more  which  were 
awarded  during  the  period/July  1,  1957,  to 
December  31,  1357  (with  tin  accompanying 
report);  to  the  Committee  on  Armed  Serv¬ 
ices.  v 

Financial  Assistances^  Small-Business 
Concerns 

A  letter  from  that  Administrator,  Small 
Business  Administration,  Washington,  D.  C., 
transmitting  a  draft  of  ^proposed  legislation 
to  provide  financi/l  assistance  to  small-busi¬ 
ness  concerns  through  private  (local)  or 
State  development  credit  corporations;  to  es¬ 
tablish  small-business  investment  associa¬ 
tions;  to  m a lto  equity-type  capital  available 
through  fuqtls  provided  by  the  Small  Busi¬ 
ness  Administration;  and  for  otker  purposes 
(with  an  accompanying  paper) ;  t^  the  Com¬ 
mittee  oiyBanking  and  Currency. 

Audit  Import  on  the  Government  Printing 
Office 

A  letter  from  the  Comptroller  General  of 
the  /United  States,  transmitting,  pursuant 
to  Taw,  an  audit  report  on  the  Governrnent 
Pointing  Office,  for  the  fiscal  year  ended 
me  30,  1957  (with  an  acompanying  reports 
to  the  Committee  on  Government  Opera\ 
rtions. 
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Report  Prior  to  Restoration  of  Balances, 
\  National  Park  Service 

A.  letter  from  the  Secretary  of  the  Interior, 
transmitting,  pursuant  to  law,  a  report  prior 
to  restoration  of  balances,  National  Park 
Service,' Sas  of  February  28,  1958  (with  an  ac¬ 
companying  report) ;  to  the  Committee  on 
Government  Operations. 

Revised  Retort  Prior  to  Restoration  op 
Balances,  ^Department  op  the  Army 
A  letter  fronts  the  Engineer  Comptroller, 
Corps  Of  Engineers,  Department  of  the  Army, 
transmitting,  pursuant  to  law,  a  revised  re¬ 
port  prior  to  restoration  of  balances,  Corps 
of  Engineers,  as  of  April  1,  1958  (with  an 
accompanying  report)  f\o  the  Committee  on 
Government  Operations.  \ 

Proposed  Concession  Contract,  Blue  Ridge 
Parkway,  North  Carolina 
A  letter  from  the  Assistant  Secretary  of 
the  Interior,  transmitting,  pursuant  to  law, 
a  proposed  concession  contract,  Kue  Ridge 
Parkway,  North  Carolina  (with  accompany¬ 
ing  papers);  to  the  Committee  on  interior 
and  Insular  Affairs.  \ 

Report  on  Provision  op  War-Risk  Insurance 
and  Certain  Marine  and  Liability  In¬ 
surance  \ 

A  letter  from  the  Secretary  of  Commerce, 
transmitting,  pursuant  to  law,  a  report  on 
the  provision  of  war-risk  insurance  and 
certain  marine  and  liability  insurance  for 
the  American  public,  as  of  March  31,  1958 
(with  an  accompanying  report) ;  to  the  Com¬ 
mittee  on  Interstate  and  Foreign  Commerce. 
Amendment  of  Chapter  XIII,  Bankruptcy 
Act 

A  letter  from  the  Acting  Director,  Admin¬ 
istrative  Office  of  the  United  States  Courts, 
Washington,  D.  C.,  transmitting  a  draft  of 
proposed  legislation  to  amend  chapter  XIII — 
wage  earners’  plans — of  the  Bankruptcy  Act 
(with  an  accompanying  paper);  to  the  Com¬ 
mittee  on  the  Judiciary. 

Suspension  op  Deportation  op  Certain 

Aliens  h 

Three  letters  from  the  Commissioner,  Im¬ 
migration  and  Naturalization  Service,  De¬ 
partment  of  Justice,  transmitting,  pursuant 
to  law,  copies  of  orders  suspending  deporta¬ 
tion  of  certain  aliens,  together  with  a  state¬ 
ment  of  the  facts  and  pertinent  provisions 
of  law  pertaining  to  each  alien,  and  the 
reasons  for  ordering  such  suspension  (with 
accompanying  papers) ;  to  the  Committee  on 
the  Judiciary. 

Granting  op  Status  op  Permanent  Resi¬ 
dence  to  Certain  Aliens  / 

Two  letters  from  the  Commissioner,  Im¬ 
migration  and  Naturalization  Service, ^De¬ 
partment  of  Justice,  transmitting,  pursuant 
to  law,  copies  of  orders  granting  th^r  appli¬ 
cations  for  permanent  residence  filed  by  cer¬ 
tain  aliens,  together  with  a  statement  of  the 
facts  and  pertinent  provisions  jfi.  law  as  to 
each  alien,  and  the  reasons  for  Granting  such 
applications  (with  accompmrfying  papers); 
to  the  Committee  on  the  Judiciary. 

Rescission  op  Adjustment  op  Status  op 
Jesus  Ange^Moreno 

A  letter  from  the  Commissioner,  Immi¬ 
gration  and  Naturalization  Service,  Depart¬ 
ment  of  Justice,  transmitting,  pursuant  to 
law,  a  copy  of  an^rder  relative  to  the  rescis¬ 
sion  of  adjustment  of  status  granted  Jesus 
Angel-MorenoXwith  an  accompanying  pa¬ 
per) ;  to  the  ..committee  on  the  Judiciary. 

REPOiryoF  National  Labor  Relations 
/  Board 

A  letter  from  the  Chairman,  National  La¬ 
bor  Relations  Board,  Washington,  D.  C., 
transmitting,  pursuant  to  law,  a  report  of 
timt  Board,  for  the  fiscal  year  ended  June  30, 
U&7  (with  an  accompanying  report);  to  the 
Committee  on  Labor  and  Public  Welfare. 


PETITIONS  AND  MEMORIALS 

Petitions,  etc.,  were  laid  before  the 
Senate,  or  presented,  and  referred  as 
indicated: 

By  the  VICE  PRESIDENT: 

A  joint  resolution  of  the  Legislature  of  the 
State  of  California;  to  the  Committee  on 
Appropriations : 

“Senate  Joint  Resolution  3 
“Joint  resolution  relative  to  the  school  lunch 
program 

“Whereas  the  school  lunch  program  today 
faces  a  serious  curtailment  as  a  result  of 
changing  conditions;  and 

“Whereas  the  reduction  in  crop  surpluses 
with  the  accompanying  decrease  in  surplus 
foods  available  to  school  cafeterias  has  forced 
the  school  districts  to  buy  on  the  climbing 
open  market;  and 

“Whereas  the  Federal  subsidy  has  dropped 
from  9  cents  a  plate  in  1946  to  only  4  cents 
today  in  California  because  more  children  are 
participating  in  the  program;  and 

“Whereas  raising  lunch  prices  to  make  up 
the  losses  forces  away  children  whose  families 
are  receiving  less  and  less  take  home  pay: 
Now,  therefore,  be  it 

‘‘Resolved  by  the  Senate  and  the  Assembly 
>pf  the  State  of  California  ( jointly ) ,  That  thje 
Legislature  of  the  State  of  California  re¬ 
spectfully  memorializes  Congress  to  increase 
its  appropriation  to  the  Federal  school  lunch 
program  so  that  the  schools  may  continue 
to  offeh  the  high  quality  low-cost/lunches 
which  timy  have  in  the  past;  aft id  be  it 
further  \  / 

“itesoluedvThat  the  secretary/6f  the  senate 
be  hereby  directed  to  transmit  copies  of  this 
resolution  to  me  President/and  Vice  Presi¬ 
dent  of  the  Unibed  States,yto  the  Speaker  of 
the  House  of  Representatives,  and  to  each 
Senator  and  Representative  from  California 
in  the  Congress  of  thyunited  States.” 

Two  joint  resolutaonsNof  the  Legislature  df 
the  State  of  California;  th  the  Committee  on 
Interior  and  Insjfiar  Affairs*. 

“Senate  Joint  Resolution  5 
“Joint  resolution  relative  to  expanding  the 
Federal  construction  program 
“Whereas  a  subcommitte  of  thV  Commit¬ 
tee  on  /Interior  and  Insular  Affaire  of  the 
Unittaf  States  Senate  will  meet  onVMarch 
31,  1658,  to  consider  ways  and  meansttf  ex- 
p aiming  the  program  for  the  construction 
^reclamation  projects;  and  \ 

f  “Whereas  there  are,  at  the  present  timhu 
projects  within  the  State  of  California  upoir 
which  construction  can  and  should  proceed 
in  the  immediate  future;  and 

“Whereas  the  expediting  of  said  projects 
will  assist  in  achieving  the  objective  sought 
in  expanding  a  Federal  construction  pro¬ 
gram  to  enhance  the  economic  welfare  of 
the  United  States;  and 

“Whereas  among  said  projects  which  should 
and  can  be  constructed  in  the  immediate 
future  are  the  following:  Auburn  Dam  proj¬ 
ect;  Folsom  South  Canal  project;  Yolo  Za¬ 
mora  project;  Nashville  Dam  projct;  any  ad¬ 
ditional  project  or  projects  for  which  studies 
have  been  completed  or  can  be  completed  to 
the  point  that  their  construction  can  be 
commenced  before  April  1,  1962;  and 

“Whereas  said  projects  are  vitally  needed 
for  water  conservation  and  flood  control 
within  this  State :  Now,  therefore,  be  it 

“Resolved  by  the  Senate  and  the  Assembly 
of  the  State  of  California  jointly.  That  the 
Congress  of  the  United  States  is  respectfully 
memorialized  to  provide  authorization,  in 
any  expanded  Federal  reclamation  construc¬ 
tion  program,  for  the  early  construction  of 
the  following  projects:  Auburn  Dam  project; 
Folsom  South  Canal  project;  Yolo  Zamora 
project;  Nashville  Dam- project;  any  addi¬ 
tional  project  or  projects  for  which  studies 
have  been  completed  or  can  be  completed. 


to  the  point  that  their  construction  cfu* 
be  commenced  before  April  1,  1962;  Mffd 
urges  the  Congress  of  the  United  States  to 
enact  legislation  to  accomplish  this  objec¬ 
tive;  and  be  it  further  / 

“Resolved,  That  the  Secretary  of  ihe  Sen¬ 
ate  is  directed  to  transmit  cdptas  of  this 
resolution  to  the  President  ancLwice  Presi¬ 
dent  of  the  United  States,  to/the  Speaker 
of  the  House  of  Representatives,  to  the  Hon¬ 
orable  Clinton  Anderson,  Chairman  of  the 
Subcommittee  of  the  UniDfed  States  Senate 
Committee  on  Interior  abd  Insular  Affairs, 
and  to  each  Senator  andmepresentative  from 
California  in  .  the  Congress  of  the  United 
States.”  / 

“Senate  >oint  Resolution  8 
“Joint  resolution  relative  to  providing  San 
Benito,  Santa  Cruz,  and  Monterey  Counties 
with  a  sti^ply  of  water  from  the  Central 
Valley  project 

“Whereas  the  anticipated  increase  in  pop¬ 
ulation/ and  in  industrial  development  in 
the  a/ea  comprising  the  counties  of  San 
BenjCo,  Santa  Cruz,  and  Monterey,  together 
with  the  intense  agricultural  activity  now 
easting  in  that  area,  will  combine  increas¬ 
ingly  to  tax  existing  water  supplies  of  the 
region;  and 

“Whereas  at  present  the  watersheds  of 
San  Benito,  Santa  Cruz,  and  Monterey  Coun¬ 
ties  are  virtually  the  sole  source  of  the  water 
supply  for  the  region;  and 

“Whereas  to  meet  the  desperate  water 
needs  of  this  region,  it  is  necessary  that  the 
most  feasible  plan  to  obtain  an  additional 
supply  of  water  be  determined  with  the  least 
possible  delay;  and 

“Whereas  it  may  prove  advantageous  to 
San  Benito,  Santa  Cruz,  and  Monterey 
Counties  to  have  an  alternative  choice  to 
the  service  contemplated  by  the  California 
water  plan;  and 

“Whereas  lack  of  a  report  made  by  the 
Secretary  of  the  Interior,  through  the  Bu¬ 
reau  of  Reclamation,  on  the  feasibility  of 
serving  San  Benito,  Santa  Cruz,  and  Mon¬ 
terey  Counties  with  water  from  the  Central 
Valley  project  or  the  San  Luis  project,  or 
both,  may  preclude  the  possibility  of  con¬ 
gressional  authorization  of  a  Federal  recla¬ 
mation  project  to  serve  the  area;  and 

“Whereas  lack  of  congressional  authoriza¬ 
tion  of  a  Federal  reclamation  project  to 
serve  San  Benito,  Santa  Cruz,  and  Mon¬ 
terey  Counties  with  water  from  the  Central 
Valley  project  or  the  San  Luis  project,  or 
both,  would  deny  citizens  of  the  area  an 
alternative  choice  of  the  service  contem- 
splated  by  the  California  water  plan:  Now, 
therefore,  be  it 

\Resolved  by  the  Senate  and  Assembly  of 
the\State  of  California,  jointly.  That  the 
Legislature  of  the  State  of  California  re¬ 
spectfully  memorializes  the  Congress  of  the 
United  States  and  the  Secretary  of  the  In¬ 
terior,  through  the  Bureau  of  Reclamation, 
to  take  such  action  as  may  be  necessary  to 
conduct  ancKcomplete  with  least  possible 
delay  the  necessary  investigations,  surveys, 
and  studies  fori,  the  purpose  of  providing 
plans  and  feasibility  reports  to  furnish  a 
supply  of  water  from  the  Central  Valley 
project  or  the  SanNLuis  project,  or  both, 
to  San  Benito,  SantaVCruz,  and  Monterey 
Counties,  all  generally  na  keeping  with  sec¬ 
tion  2  of  the  act  of  October  14,  1949  (63 
Stat.  852)  authorizing  th<k  American  River 
Division,  Central  Valley  project;  and  be  it 
further  \ 

“Resolved,  That  the  Secretarj\of  the  Sen¬ 
ate  be  hereby  directed  to  transmit  copies 
of  this  resolution  to  the  Presidentvmd  Vice 
President  of  the  United  States, 'do  the 
Speaker  of  the  House  of  Representatives, 
and  to  each  Senator  and  Representative 
from  California  in  the  Congress  of  the 
United  States,  and  to  the  United  States 
Bureau  of  Reclamation.”  \ 
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Service,  p.  D441 


2.  FAiftl  PROGRAM,  Rep.  Hiestand  and  others  commended  Administration  farm  policies 

an\urged  enactment  of  the  President's  legislative  program  for  agriculture, 
Othei^  Representatives  criticized  Administration  farm  policies,  pp.  8116-20, 
8124- 

3.  STATEH00d\  Rep.  O’Brien  urged  enactment  of  legislation  to  grant  statehood 

to  AlaskaX  pp.  8103-04 

4.  FOREIGN  TRADeX  Rep.  Dellay  inserted  an  American  Legion  resolution  urging  Con¬ 

gress  "to  enacVlegislation  that  will  prevent  injury  to  and  liquidation  of 
industries  essential  to  the  defense  and  the  economic  welfare  of  our  country," 
pp.  8115-16 

Received  a  Me.  legislature  memorial  recommending  that  Congress  provide  in 
the  "trade  agreement S\  legislation  now  before  its  adequate  safeguards  to  remedy 
injury  to  domestic  industry  through  import  quotas  and  an  effective  legal  con¬ 
trol."  p.  8133 

Received  a  N.  Y.  League  of  Women  Voters  petition  urging  extension  of  the 
Reciprocal  Trade  AgreementXAct.  p.  8133 


5.  PLYWOOD  IMPORTS.  Rep.  Porter  defended  the  pol/cy  of  permitting  the  importation 
of  plywood  from  Japan,  pp.  312T-23 


6.  SMALL  BUSINESS.  Rep.  Patman  spoke 
of  small  business  capital  banks,  pi 


favor  of  legislation  to  create  a  system 
8128-31 


7.  EXPORT  CONTROL.  Received  from  the 

export  control,  p.  8132 

8,  LOBBYING.  Received  from  the  Cl< 

the  quarterly  report  on  lobbyj 


Commd^ce  Department  a  quarterly  report  on 

of  the  Hoh^e  and  the  Secretary  of  the  Senate 
pp.  8134 

SENATE 


IMPORTS,  The  Finance  Committee  ordered  reported 
to  provide  for  greateryeertainty,  speed,  and 
of  the  Antidumping  Act.  p.  D438 


wit'h  amendments  H.  R.  6006, 
efficiency  in  the  enforcement 


10.  SMALL  BUSINESS.  The  Small  Business  Subcommittee  ordered  reported  to  the  Banking 

and  Currency  Committee  with  amendment  S.  3651,  the.  proposed  Small  Business 
Investment  Administration  Act  of  1958.  p.  D438 

ITEMS  IN  APPENDIX 

11.  WOOL.  Ren;  Lane  inserted  a  letter  criticizing  an  ICA  grant  to  Pakistan  for  the 

purchas^  of  wool  tops.  pp.  A4607-8 

12.  WATER  POLLUTION.  Extension  of  remarks  of  Rep.  Edmondson  urging  Congress  to 

reject  the  President's  recommendation  that  the  water  pollution  control  program 
bet  stopped,  and  supporting  a  proposal  to  enlarge  it,  p.  A4620 

13. /C0RN.  Rep.  Coad  inserted  a  farmer's  letter  criticizing  the  operation  of  the 
soil  bank  and  acreage  allotment  programs,  p.  A4627 
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HIGHLIGHTS^  Several  Representatives  commended,  others  criticized,  Administration 
farm  policies.  House  passed  Commerce  appropriation  bill. 


\ 


HOUSE 


\ 


c 


\ 


1. 


APPROPRIATIONS.  Passed'' with  amendments  H.  R.  12540,  thd.  Commerce  Department 
and  related  agencies  appropriation  bill  for  1959.  pp.  8X04-14 

A  point  of  order/ by  Rep.  Jones,  Ala.,  was  sustained  against  language  in  the 
bill  which  would  have  provided  that  $30,000,000  for  forest  highways  was  "to  be 


derived  from  th^'’  1  Highway  trust  fund;."  pp,  8103-10 


Agreed  to  ah  amendment  by  Rep.  Preston  to  strike  out  language  in  the  bill 
which  would  hhve  provided  that  unexpended  balances  as  of  June  30\1958,  and 
prior  fiscal  years,  for  forest  highways,  would  be  rescinded  and  revert  to  the 
general  fund.  Rep.  Preston  explained  that  the  amendment  was  necessary  due  to 
the  point  of  order  by  Rep.  Jones.  p.  8111 

Rep,  Preston  stated  that  the  Committee  report  on  the  bill  "emphasized  the 
fact  .that  the  Weather  Bureau  should  not  ignore  the  needs  of  agricultural 
weather  reporting.  When  it  was  transferred  from  the  Department  of  Agriculture 
to/the  Department  of  Commerce,  the  message  of  the  President  emphasized  theNfact 
lat  although  that  transfer  was  being  made,  perhaps  in  the  interest  of  avia- 
'tion,  it  should  not  neglect  its  service  to  agriculture."  p.  8107 

The  "Daily  Digest"  states  that  "conferees,  in  executive  session,  agreed  to 
file  a  conference  report  on  the  differences  between  the  Senate-  and  House- 
passed  versions  of  H.  R.  10746,  fiscal  1959  appropriations  for  the  Department 
of  the  Interior  and  related  agencies."  The  bill  includes  funds  for  the  Forest 
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FEDERAL-STATE  RELATIONS*  The  Judiciary  Committee  ordered  reported  with  amend- / 
ment  H.  R.  3,  to  establish  rules  of  interpretation  governing  questions  of  the 
effects  of  acts  of  Congress  on  State  laws.  p.  D472 

10.  AGRICULTURAL  APPROPRIATION  BILL  FOR  1959  (continued)  .  The  conference  report  on 
thih  bill,  H.  R.  11767  (H.  Rept.  1776)  was  reported  in  Digest  No.  83  and  a 
summary  table  of  conferee  actions  attached  thereto.  The  table  erroneously  re¬ 
flected,  the  1959  appropriation  for  meat  inspection  as  $17,236,000,  rather  than 
the  corriqct  amount  of  $17,326,000  (same  as  1959  Budget  Estimate)  .  The  amount 
of  $17,23^.000  had  been  incorrectly  included  in  H.  R.  11767  as  printed  with  the 
numbered  amendments  of  the  Senate,  but  the  conference  report  is  based  on  the 
correct  figure  of  $17,326,000. 


x  %  ti/ti 


11.  UNEMPLOYMENT.  Began\debate  on  H.  R.  12065,  to  provide  for  temporary  continua¬ 
tion  of  compensation 'benefits,  pp.  8543,  8549,  8556r*88 

Sens.  Douglas  and  Khrr  submitted  their  minority  views  on  H.  R.  12065,  to 
be  printed  as  part  2  of\,  Rept.  1625  on  this  billC  p.  8533 

12.  HOUSING.  Sen.  Sparkman  inserted  a  table  showing  the  increase  in  the  number  of 

housing  loan  guarantees  in  recent  weeks,  andean  article,  "Housing:  Where 
Business  Is  Getting  Better."  pp.  8541-2 

Sen.  Capehart  urged  quick  action  on  a  measure  to  extend  the  authority  of 
FHA  to  guarantee  mortgages.  Sen.NJohnson  discussed  the  legislative  program 
and  concluded  that  the  measure  should  be  included  in  the  omnibus  housing  bill. 
Sen.  Capehart  opposed  this  because  oE^the  time  involved,  pp.  8583-4 

13.  SMALL  BUSINESS.  The  Banking  and  Currency  Committee  ordered  reported  with 

amendments  S.  3651,  the  proposed  Small  Business  Investment  Administration  Act 
of  1958.  One  amendment  would  provide  fot  expiration  July  1,  1961,  of  the 
present  Small  Business  Administration  authority  to  charter  small-business 
investment  companies,  p.  D470 


Sen.  Sparkman  urged  taxvrelief  for  small  business  and  Inserted  an  article 
discussing  administratioij/proposals.  pp.  8542-3 


i4.  TRADE  AGREEMENTS.  Seny^Halone  spoke  against  extension 
Act  and  Inserted  two/articles  he  had  written  on  the  r 
pp.  8549-53 


of  the  Trade  Agreements 
id  for  protective  tariffs. 


15.  FARM  PROGRAM.  Sen.  Young  inserted  an  editorial  criticizing'the  Secretary  for 

allegedly  failing  to  tell  the  farmer's  story  to  non-farmers.\  pp.  8589-90 

16.  RESEARCH.  Both  Houses  received  from  this  Department  a  report  on\fhe  work  of  the 

State  agricultural  experiment  stations  during  1957.  p.  8534,  8635-6 

17.  WATERSHE&S.  Received  from  the  Budget  Bureau  plans  for  works  of  improvement  on 

Canoe/Creek,  Ky. ,  and  Wild  Rice  Creek,  N.  D.  and  S.  D.;  to  the  Agriculture  and 
Forestry  Committee,  p.  8534 

!he  Vice  President  presented  a  Claremont,  Calif.,  city  council 
ging  the  enactment  of  legislation  to  continue  Federal  flood  control  worx\Ln 
the  Los  Angeles  area.  p.  8534 

Sen.  Dirksen  inserted  a  resolution  of  the  Illinos-Mississippi  Canal  and 
Sinnissippi  Lake  Commission  urging  Congress  to  enact  the  omnibus  rivers  and 
harbors  authorization  bill  presented  by  Sen.  Knowland  (S.  3686) .  pp.  8534-5 


resolution 
work' 


[8.  REORGANIZATION.  Sen.  Smith,  N.  J.,  inserted  a  resolution  of  the  N.  J.  State 
Federation  of  Women's  Clubs  endorsing  and  supporting  the  recommendations  of, 
the  Second  Hoover  Commission  on  reorganization,  pp.  8540-1 

LEGISLATIVE  PROGRAM.  Sen.  Johnson  announced  that  on  Thurs.,  May  29,  the/Senate 
woiild  complete  action  on  H.  R.  12065,  the  temporary  unemployment  compensation 
extension  bill,  followed  by  H.  R.  5497,  to  authorize  Federal  assistance  for 
certain  fish  and  wildlife  development  projects  under  the  Watershed/Protection 
and  Flood  Prevention  Act,  and  S.  J.  Res.  171,  emergency  housing  bill  to  extend 
the  authority  of  FHA  to  guarantee  mortgages,  if  possible.  He  ajmounced  that 
after  Thurs. ,  if  the  unemployment  bill  were  passed,  there  would  be  no  votes 
planned  until  Wed. ,  June  4.  He  announced  that  H.  R.  12181,  tfhe  mutual  securi¬ 
ty  authorization  bill  for  1958,  would  be  brought  up  next  w^ek.  pp.  3549,  8589 

ITEMS  IN  APPENDIX 

20.  WATER  RESOURCES.  Extension  of  remarks  of  Sen.  Johnsopf  inserting  an  editorial 

urging  approval  of  a  proposed  appropriation  for  conducting  a  survey  of  the 
Trinity  River,  p.  A48f 

Sen.  Neuberger  inserted  Gen.  Itschner' s  recep^  address,  "Reevaluating  Our 
Water  Resources  Programs. '\  pp.  A4859-61 

21.  POULTRY  DISEASE.  Extension  o£\remarks  of  S ei(.  Frear  inserting  a  University 

of  Delaware  report  on  the  statu^  of  a  pouj^try  disease  in  Delaware,  pp, 

A4861-2 


22.  FOREIGN  AID.  Sen.  Fulbright  insert* 
Hated--Let's  Be  Just  1  Brother, cr} 
pp.  A4869-70 


in  article,  " 'Big  Brother'  Uncle  Sam  Is 
Lcizing  certain  foreign  aid  policies. 


23.  FOREIGN  TRADE.  Rep.  Boggs  inserted  his  address  emphasizing  the  vital  im¬ 
portance  of  the  reciprocal  tr/de  agreement^  program,  pp.  A4873-5 

Rep.  Wainwright  inserted  ,an  editorial  urging  support  for  extension  of  the 
reciprocal  trade  agreements7  program,  p.  A488. 


24.  FARM  PRICES. 


and  inserting  an  arti< 

publicans  Say  Their  >nstituents  Are  Not  Mad  At  anyBqdy."  p.  A4877 

BILLS  INTRODUCED 


3910,  by  Sen.  Kerr  (for  himself  and  Sen.  \ase,  S.  D.)  ,  and 


PUBLIC  WORKS. 

H.  R.  1270C 

preservati*  of  certain  public  works  on  rivers  and  harbors  fo> 
flood  conf^  ;  to  Senate  and  House  Public  Works  Committees. 


£  remarks  of  Rep.  Wainwrrght  commending  the  Secretary 
"Benson's  Stock  Up  With  R.arm  Prices --Mi digest  Re- 


Rep.  Davis,  Tenn. ,  authorizing  the  construction,  repair,  and 

navigation  and 


codified 


26.  FORESTS/  H.  R.  12704,  by  Rep.  Horan,  to  amend  the  provisions  of  1« 
as  section  500,  title  16,  U.  S.  Code;  to  Agriculture  Committee. 


LSHABLE  COMMODITIES.  H.  R.  12708,  by  Rep.  Wainwright,  to  amend  the  Iterish* 
>le  Agricultural  Commodities  Act,  1930,  to  provide  that  it  shall  applyN;o 
fresh  flowers;  to  Agriculture  Committee. 


Co*y*s. 


"lififlfivtvP  CONGRE 
JJfjt&O'  PROCEEDINGS 


i 

]  OF  INTEREST  TO  THE  DEPARTMENT  OF  AGRICULTURE 


OFFICE  OF 
(For  Departr 


- -J 

)GET  AND  FINANCE 
?nt  Staff  Only) 


For 


Issued 
actions  of 


June  5,  1958 
June  4,  1^58 
85th-2d,  •  No. 


89 


CONTENTS 


‘ts. .....  13 

.5,15,34 


Acreage  allotme 
Appropriations. 

Audit . V . 8 

Bankruptcy . .  .\  . . .  31 

Buildings . .  .  11 

Chemical  preservatives/*.  36 

Cotton . /Sji 

Economic  situat ion. . . 19 , 3 
Electrification. .........  7 

~ 'rm  loans . 29 

*arm  prices . 4 

Farm  program. . . 6,17 

Fish  and  wildlife . 37 

Food  marketing . 18 

Foreign  aid. . . . 2 

Foreign  trade . ...3,16 

Forestry . 8,13 

4-H  clubs. . . 10 

Fruit  tree  farm . 29 

Grain  standards . 13 

HIGHLIGHTS:  Senate  concurred  in  Hous 

bated  mutual  security  authorization 


gislative  program. ....  12 

Me^t  packers . .3 

Mongol  ies . .28 

Pay  raise . * . ./  .  1 

Peanut  sv . J. . .  13 

Personnel^ . «  . . .  1 

Procurement . ....  .y. . ....  35 

Property. .  . ,  Jr. ...  10, 26 

Public  worl<s\X\ . 14 

Reclamation.  . . 20 

River  development . 7 

pay 
11. 


32 


Roads, 

Small  business . 9 

Soil  bank. . . 27 

Statehood . 24 

Sugar . 25 

Surplus  commodities . 3 

Trade  agreements . 21 

Unemployment . .  39 

Vesicular  exanthema . 33 

Watersheds . 13 

Weather . 22 

ral^se  bill  with  amendment.  Senate  de- 
Sen\Humphrey  said  USDA  recommendations 


on  Public  Law  480  were  inadequate.  /Sen.  Symington  discussed  farm-price  situation, 
louse  committee  ordered  reported  bills  to  provide\for  townsites  on  FS  lands,  provide 

•eimbursement  for  appeal  inspections  under  Grain  Standards  Act,  and  prohibit  crea- 
ion  of  farm  history  through  planting  peanuts  without,  allotment. 

SENATE 

PAY  RAISE.  Concurred,  with  amendment,  in  the  House  version  of  S.  734,  the  pay 
raise  bill.  The  amen&nent  was  offered  by  Sen.  Johnsto\for  hirself  and  Sen. 
Carlson.  It  would  permit  recruitment  of  certain  scientific  and  professional 
college  graduates  Jx  GS-7  rather  than  GS-5;  restore  previously  approved  Senate 
language  relating  to  additional  supergrades  and  Public  Law  3,13  positions,  and 
restores  previously  approved  Senate  language  prescribing  a  method  for  adjusting 
pay  of  employes  upgraded  under  Sec.  803  of  the  ClassificatiorXsAct *ppo9083— 97 


2. 


FOREIGN  Am^  Continued  debate  on  H,  R.  12181,  the  mutual  security \authorization 

bill,  pbC  9039-40,  9061-83,  9098-123 

Sa/ 1.  Humphrey  inserted  and  discussed  an  amendment  which  he 
propose,  to  request  a  study  of  a  possible  International  Food  and  Raw  I'^terial 
Resq^ve .  pp •  9069-70 


wa'it- 


3.  FQJ&IGN  TRADE;  SURPLUS  COMMODITIES.  Sen,  Humphrey  stated  that  the  administa,- 
xion’s  recommendations  for  continuation  of  Public  Law  480  have  been  inadequate 
and  expressed  the  hope  that  the  House  will  soon  act  on  this  matter  without 

ing  for  an  omnibus  farm  bill.  pp.  9058-9 

Both  Houses  received  from  this  Department  proposed  additional  amendments  t< 
Public  Law  480,  to  provide  for  use  of  foreign  currencies  for  Federal  buildings. 


trade  fair  participation,  etc.,  and  to  permit  Sec.  416  donations  to  summer  c&uui 
idthout  respect  to  the  number  of  needy  children  therein;  to  Senate  Agriculture 
.and  Forestry  Committee  and  House  Agriculture  Committee.  pp»  9033  ,  9172 
■  Both  Houses  received  from  this  Department  a  report  on  agreements  in  Ajzfril 

1956  under  Public  Law  480;  to  Senate  Agriculture  and  Forestry  Committee 
House  Agriculture  Committee,  pp.  9033,  9172 

4»  FARM  PRICES.  Sen,.  Symington  discussed  the  farm-price  situation,  particularly 
the  1952  sieve  1  as  compared  with  the  present,  p.  9047 

\  ordered 

5.  COMMERCE  APPROPRIATION  BILL.  The  subcommittee/reported  this  bill/H.  R.  12540.  to 

the  full  Appropriations  Committee.  p0  D497 

6.  FARM  PROGRAM.  Sen,  Symington  inserted  a  newspaper  reader’s  letter  on  ways  to 

benefit  family  fa*ras.  pp.  9047-8  7 

RIVER  DEVELOPMENT .  . 

7.  ELECTRIFICATION/  Sen\  Neuberger  discussed  the  question  /  to  whether  the  Repub¬ 

licans  of  Oregon  favor\s.  3114*  the  Columbia  River  Development  Corporation  bill* 
p.  9053  x  x 


80  FOREST  SERVICE.  Received  ikom  the  Comptroller  C-e/ral  an  audit  report  on 
activities  in  Regions  3  and\.  p.  9034 


certain 


9*  small  BUSINESS.  The  Banking  and  Currency  Committee  reported  with  amendment  S< 
3051,  to  make  equity  capital  and  long-term  credit  more  readily  available  for 
small-business  concerns  (S.  Rent .  1652).  p,  9035 

10.  PROPERTY.  The  Government  Operations  Xafemittee  reported  without  amendment  H.  J. 

Res.  427,  to  convey  the  Federal  revoAionary  right  to  a  tract  in  Kerr  County, 

i0X*,^hich  has  been  mado  availably/ f o\4-H  club  purposes  (S.  Rept.  1651). 
p»  9035  x  v 

11.  BUILDING.  The  Public  Works  Committee  reported  without  amendment  S.  3560,  to 

authorize  consuruct ion  of  a  02 0,000, 000  Federal  building  in  Memphis,  Tenn. 

(S.  Rept.  1653).  p.  9035  '  A  &  v  J 

12.  LEGISLATIVE  PROGRAM.  Se/  Johnson  listed  several  kills  which  are  to  be  consider  , 

ed  following  tbe  mubu^f  secimity  bill,  including  S\92l,  on  witholding  of  infor¬ 
mation;  H.  R.  7953 3  tb  facilitate  Forest  Service  worra^  and  H.  R  5497  to 
amend  the  WatershedAot  regarding  fish  and  wildlife.  \e  expressed  the  hope 
that  Congress  will  adjourn  "sometime  during  the  month  ok  August."  p.  9033 

HOUSE 

13®  AGRICULTURE /ommittee  ordered  reported  the  following  bills* 

H‘  /f?l,  autho/ze  ex7hange  of  lands  within  the  Estes  Rark  Administra¬ 
te  site,  Roosevelt  National  Forest,  for  lands  of  equal  value  outside  the 

H.  Ft"  12l6l,  to  permit  establishment  of  town  sites  of  up  to  640  ak^es  nn 
/national  forest  or  Bankhead-Jones  lands;  \ 

f.  Rc  12224  (with  amendment),  to  prohibit  the  creation  of  an  acreageVistory 
onj2§anuts  after  1957  by  those  growing  peanuts  without  an  acreage  allot- 

S.  2007,  to  amend  the  Grain  Standards  Act  to  permit  the  collection  of  changes 
to  reimburse  the  Department  for  overtime,  travel,  and  certain  other  cosT 
m  connection  with  handling  appeal  inspections,  p.  D498  x 

The  Committee  also  approved  two  watershed  projects*  Canoe  Creek  Kv  and 
Wild  Rice  Creek,  N.  Dak.  and  S.  Dak.  p.  D498  y  * 


Calendar  No.  1683 


85th  Congress'! 
2d  Session  / 


SENATE 


/  Report 
\No.  1652 


SMALL  BUSINESS  INVESTMENT  ACT 

OF  1958 


REPORT 

OF  THE 

COMMITTEE  ON  BANKING  AND  CURRENCY 

TOGETHER  WITH 

INDIVIDUAL  VIEWS 

TO  ACCOMPANY 


S.  3651 


June  4,  1958. — Ordered  to  be  printed 


UNITED  STATES 

GOVERNMENT  PRINTING  OFFICE 
20006  WASHINGTON  :  1968 


COMMITTEE  ON  BANKING  AND  CURRENCY 


J.  W.  FULB  RIGHT,  Arkansas,  Chairman 


A.  WILLIS  ROBERTSON,  Virginia 
JOHN  J.  SPARKMAN,  Alabama 
J.  ALLEN  FREAR,  Jr.,  Delaware 
PAUL  H.  DOUGLAS,  Illinois 
A.  S.  MIKE  MONRONEY,  Oklahoma 
JOSEPH  S.  CLARK,  Pennsylvania 
WILLIAM  PROXMIRE,  Wisconsin 


HOMER  E.  CAPEHART,  Indiana 
JOHN  W.  BRICKER,  Ohio 
WALLACE  F.  BENNETT,  Utah 
PRESCOTT  S.  BUSH,  Connecticut 
J.  GLENN  BEALL,  Maryland 
FREDERICK  G.  PAYNE,  Maine 
CLIFFORD  P.  CASE,  New  Jersey 


J.  H.  Yingling,  Chief  Clerk 
Robert  A.  Wallace,  Staff  Director 


Subcommittee  on  Small  Business 
JOSEPH  8.  CLARK,  Pennsylvania,  Chairman 
J.  W.  FULBRIGHT,  Arkansas  HOMER  E.  CAPEHART,  Indiana 

A.  WILLIS  ROBERTSON,  Virginia  J.  GLENN  BEALL,  Maryland 

JOHN  J.  SPARKMAN,  Alabama  FREDERICK  G.  PAYNE,  Maine 

WILLIAM  PROXMIRE,  Wisconsin  CLIFFORD  P.  CASE,  New  Jersey 

James  B.  Cash,  Jr.,  Staff  Member 


(I 


CONTENTS 


Paso 

Legislative  history _  1 

Purpose  of  the  bill _  2 

Need  for  legislation _  3 

Foreign  experience -  6 

Domestic  precedents _  8 

Explanation  of  the  bill _  9 

Establishment  of  Small  Business  Investment  Division  of  SBA _  9 

Revolving  fund _  10 

Small  business  investment  companies _  10 

Conversion  of  State  development  companies  and  State  chartered 

companies _ 14 

SBA  loans  to  State  and  local  development  companies _  14 

Repeal  of  section  13b  of  the  Federal  Reserve  Act -  14 

SBA  grants  for  management  counseling _  14 

Sectional  analysis _  15 

Individual  views  of: 

Mr.  Capehart,  Mr.  Bricker,  and  Mr.  Bennett _  19 

Mr.  Robertson _  22 

Mr.  Bush _ _ 24 

Changes  in  existing  law - - 18 

in 


14  C  )  ; 


. 


- . .  .  > . 

...  .  .  .  .  :  ; i .  ■ 

. .  ...  - 

.  . 

.  •"  * 

... 

. 

■  •  i  :  •  1  r  i  : 1  :  i :  J 

— 

,ij  vi  '•  J; 

.  ;. 

.  .  .  .  J  ^ 

...  - -  ....  .  ...  .<•  >•*  • 


. . .  .  - . .  _  ■ 

-  -  - . .  .  .  -  .  .  ■  .  • 

- . . 


I 


Calendar  No.  1683 

85th  Congress  )  SENATE  (  Report 

2d  Session  f  (No.  1652 


SMALL  BUSINESS  INVESTMENT  ACT  OF  1958 


June  4,  1958.— Ordered  to  be  printed 


) 


Mr.  Clark,  from  the  Committee  on  Banking  and  Currency, 

submitted  the  following 


REPORT 


together  with 


INDIVIDUAL  VIEWS 

[To  accompany  S.  3651] 

The  Committee  on  Banking  and  Currency,  to  whom  was  referred 
the  bill  (S.  3651)  to  make  equity  capital  and  long-term  credit  more 
readily  available  for  small-business  concerns,  and  for  other  purposes, 
having  considered  the  same,  report  favorably  thereon  with  an  amend¬ 
ment  and  recommend  that  the  bill,  as  amended,  do  pass. 

Legislative  History 


This  bill  is  the  result  of  extensive  hearings  and  careful  consideration 
jpf  the  long-term  credit  and  equity  needs  of  small  businesses  by  the 
Committee  on  Banking  and  Currency  in  both  sessions  of  the  85th 
Congress.  In  the  1st  session  of  the  85th  Congress,  the  committee 
held  extensive  hearings  on  S.  719,  S.  2160,  and  S.  2286,  but  deferred 
action  upon  these  bills  pending  the  results  of  a  study  on  financing 
small  business  by  the  Federal  Reserve  System. 

The  first  two  parts  of  this  study  have  been  completed  and  were 
published  jointly  on  April  11,  1958,  by  the  Committees  on  Banking 
and  Currency  and  the  Select  Committees  on  Small  Business  of  the 
Senate  and  the  House  of  Representatives.  The  Senate  Committee  on 
Banking  and  Currency  also  published  on  April  18,  1958,  a  study  on 
State  and  local  development  corporations  and  authorities  made  by  the 
Small  Business  Administration.  In  the  present  session  of  Congress, 
hearings  on  this  subject  were  continued  and  included  consideration  of 
S.  2160,  S.  2185,  S.  2286,  S.  3191,  S.  3643,  and  S.  3651.  Upon  con¬ 
clusion  of  these  hearings,  the  committee  considered  all  of  these  bills 
and  determined  to  report  S.  3651  with  changes  which  adopt  principles 
and  features  embodied  in  several  of  the  other  bills  under  consideration. 
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SMALL  BUSINESS  INVESTMENT  ACT  OF  1958 


Purpose  of  the  Bill 

S.  3651  has  the  primary  purpose  of  making  equity  capital  and  long¬ 
term  credit  more  readily  available  for  small-business  concerns.  The 
bill  proposes  to  achieve  this  purpose  by  creating  new  private  financial 
institutions  with  Federal  assistance  and  by  giving  Federal  help  to 
State  and  local  development  credit  corporations.  The  new  institu¬ 
tions  will  be  known  as  small  business  investment  companies,  will  be 
chartered  by  the  Small  Business  Administration,  and  will  receive 
long-term  loans  from  the  Small  Business  Administration.  State  and 
local  development  credit  corporations  are  also  eligible  for  long-term 
Federal  loans. 

While  there  is  difference  of  opinion  as  to  the  severity  of  the  prob¬ 
lem,  there  is  general  agreement  that  small-business  concerns  are  faced 
with  a  real  difficulty  in  obtaining  long-term  loans  and  equity  capital 
required  for  adequate  growth  and  development.  Commercial  banks 
are  not  able  to  furnish  such  financing;  their  function  lies  primarily  in  > 
short-  and  intermediate-term  lending;  they  do  not  supply  venture V 
capital  or  long-term  credit.  The  present  financial  institutions  which 
do  provide  a  source  of  venture  capital  are  not  able  to  assist  smaller 
firms.  The  cost  involved  in  the  public  sale  of  securities  is  prohibitive 
to  small-business  issuers.  As  a  result  there  is  no  institutional  source 
to  which  small  business  may  turn  to  meet  its  capital  needs.  Unlike 
large  business  concerns,  small-sized  businesses  must  seek  long-term 
funds  in  a  most  haphazard  fashion  which,  by  its  very  nature,  does 
not  provide  for  the  economic  growth  of  small  firms  that  is  possible 
and  desirable. 

As  William  McChesney  Martin,  Jr.,  Chairman  of  the  Federal 
Reserve  Board  of  Governors,  told  the  committee: 

There  is  a  gap  in  the  existing  structure  of  financing  insti¬ 
tutions  which  lies  in  the  longer-term  debt  and  equity  capital 
areas. 

It  is  this  “institutional  gap”  which  is  of  concern  and  which  this  bill 
is  designed  to  fill. 

The  Small  Business  Administration  does  not  meet  and  was  not  estab¬ 
lished  for  the  purpose  of  meeting  this  institutional  need.  The  SBA,^ 
through  its  lending  program,  assists  small-business  concerns  whichv. 
have  been  unable  to  obtain  financing  through  the  commercial  banks. 
Therefore,  while  the  SBA  serves  a  valuable  purpose  by  assisting  firms 
in  distress  and  by  encouraging  commercial  banks  to  move  in  the  direc¬ 
tion  of  intermediate-term  loans  to  small  business,  it  does  not  contribute 
in  any  significant  extent  to  the  growth  and  development  of  small 
businesses  which  need  long-term  funds. 

This  new  program  will  establish  no  direct  contact  between  the 
Federal  Government  and  small-business  concerns  which  need  equity 
capital  and  long-term  credit.  Such  small -business  concerns  will 
obtain  assistance  from  the  newly  established  private  investment  com¬ 
panies  and  from  the  State  and  local  development  credit  corporations. 

The  committee  intends  that  this  new  program  be  launched  with  a 
minimum  of  Federal  activity  and  with  only  a  modest  increase  in  per- 
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sonnel  and  administrative  expenditures  by  the  Small  Business  Admin¬ 
istration.  The  new  program  is  conceived  to  carry  out  or  to  be  based 
upon  the  following  principles: 

(1)  To  supplement,  rather  than  supplant,  existing  private 
facilities. 

(2)  To  operate  under  a  simple  and  flexible  organizational 
structure. 

(3)  To  operate  and  be  accounted  for  in  complete  separation 
from  other  Federal  small-business  programs, 

(4)  To  utilize  to  the  maximum  possible  extent  the  facilities  of 
State  and  local  development  credit  corporations,  and 

(5)  To  concentrate  upon  meeting  the  equity  and  long-term 
credit  needs  of  small-business  concerns. 

Need  for  Legislation 

Congressional  policies  affecting  small  business  have  with  few  ex¬ 
ceptions  been  designed  not  to  subsidize  or  protect  them,  but  instead, 
to  remove  obstacles  which  impede  the  smooth  workings  of  regular 
business  competition.  S.  3651  would  further  this  purpose. 

Concern  with  small-business  financing  problems  has  been  expressed 
in  this  and  other  countries  for  over  a  quarter  of  a  century.  The 
Macmillan  report,  published  in  England  in  1931,  posed  the  problem 
of  small-business  financing  at  a  national  level.  The  committee 
studying  the  problem  of  investment  in  England  declared  that  small 
business  could  not  raise  the  capital  it  required  even  when  the  security 
it  offered  was  perfectly  sound.  This  lack  of  investment  due  to  the 
structural  inadequacy  of  the  English  money  market  was  called  the 
Macmillan  gap.  At  that  time,  the  British  committee  suggested  the 
formation  of  a  company  to  devote  itself  particularly  to  the  smaller 
industrial  and  commercial  issues.1 

A  study  of  small -business  financing  in  the  United  States  was  made 
in  1935  by  the  Department  of  Commerce  which  surveyed  6,158 
manufacturers  in  all  parts  of  the  country.  These  manufacturers 
employed  between  21  and  250  employees.2 

One  striking  conclusion  of  this  study  was  that  47.2  percent  of  all  the 
manufacturers  replied  that  they  could  not  obtain  long-term  funds 
'from  any  source  whatever.  After  reviewing  individual  financial 
statements,  Commerce  Department  personnel  estimated  that  almost 
two-thirds  of  these  firms  could  be  considered  sound  credit  risks.2 

In  1943,  Mr.  Roy  Foulke,  of  Dun  &  Bradstreet  told  the  Select 
Committee  on  Small  Business  of  the  Senate  that — 

under  the  existing  setup  of  our  economic  structure  we  find 
no  organized  source  or  sources  to  provide  long-term  money  or 
permanent  capital  to  intermediate-sized  firms.3 

One  of  the  first  projects  of  the  Committee  for  Economic  Develop¬ 
ment  in  its  series  of  studies  of  postwar  economic  problems  dealt  with 
small  business.  At  the  end  of  an  intensive  study,  the  business 

1  Great  Britain,  Committee  on  Finance  and  Industry,  Report,  June  1931,  Cmd.  3897,  par.  407. 

2  Bureau  of  Census,  Survey  of  Reports  of  Credit  and  Capital  Difficulties  by  Small  Manufacturers. 

3  Small  Business  Access  to  Capital,  Senate  Special  Committee  on  Small  Business,  Senate  Committee 
Print  No.  15,  78th  Cong.,  1st  sess.,  1943,  p.  17. 
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leaders  of  the  United  States  who  constituted  the  membership  of  the 
Committee  for  Economic  Development  concluded  that: 

One  of  the  fundamental  needs  of  small-  and  medium-size 
business  is  more  adequate  financing.  More  long-term  credit 
is  needed  relative  to  short-term  *  *  *.  More  ownership 
funds  are  needed  relative  to  borrowed  funds  *  *  *.  Present 
banking  facilities  should  be  supplemented  to  open  up,  for  the 
small  enterprise,  channels  for  capital  loans  and  equity 
capital.  The  Committee  for  Economic  Development  sug¬ 
gests  the  formation  of  new  capital  banks  for  this  purpose.* * 4 * 

In  making  this  recommendation,  the  Committee  for  Economic 
Development  acknowledged  that  such  an  idea  had  been  proposed 
earlier,  in  1945,  by  the  Investment  Bankers  Association.6 

The  Congress  first  began  to  give  serious  attention  to  the  problems 
of  adequate  long-term  small-business  financing  in  1949,  when  it 
authorized  the  Joint  Committee  on  the  Economic  Report  to  make  a/” | 
study  of  the  volume  and  stability  of  private  investment  and  the  role'  I 
of  the  Federal  Government  in  promoting  the  investment  of  capital.0 

This  study  was  made  by  the  Subcommittee  on  Investment  under 
the  chairmanship  of  Senator  Joseph  O’Mahoney.  Among  the  con¬ 
clusions  reached  by  this  subcommittee  was  that  small-business  con¬ 
cerns,  as  a  group,  cannot  obtain  adequate  financing  on  reasonable 
terms.  The  subcommittee  in  its  report  dated  March  23,  1950,  stated: 

From  the  evidence  submitted  to  the  subcommittee,  it  seems 
clear  that  one  of  the  important  questions  facing  the  American 
people  today  is  to  determine  what  steps  can  and  should  be 
taken  to  preserve  an  open  door  for  investment  in  little  and 
local  business  in  terms  of  ownership  as  well  as  in  terms  of 
debt.  That  problem  is  paramount  to  the  development  of  a 
steadily  expanding  economy.7 

Based  upon  this  subcommittee’s  study  and  recommendations,  Sen¬ 
ator  O’Mahoney,  with  Senators  Sparkman,  Lucas,  and  Maybank, 
introduced  S.  3625,  entitled  the  “Small  Business  Act  of  1950.”  This 
bill  provided  for  the  establishment  of  private  national  investment 
companies  which  would  provide  long-term  debt  and  equity  capital  to^1* 
small-business  concerns,  with  the  original  capital  for  such  investment  w 
companies  to  be  supplied  by  the  Federal  Reserve  banks. 

The  Federal  Reserve  Board  of  Governors  and  the  administration 
joined  in  supporting  this  legislation.8 

Almost  6  years  ago,  in  1952,  the  Federal  Reserve  Board  submitted 
a  study  to  the  Senate  Small  Business  Committee  on  the  cost  and 
availability  of  credit  and  capital  to  small  business,  in  which  it  stated: 

On  balance,  it  is  probably  fair  to  say  that  the  availability 
of  long-term  debt  and  equity  capital  to  small  business  has 
tended  to  diminish  somewhat  over  the  past  two  or  three 
decades. 


*  Research  and  Policy  Committee  of  the  Committee  for  Economic  Development,  Meeting  the  Special 

Problems  of  Small  Business,  June  1947,  p.  30. 

8  Small  business  committee  of  the  Investment  Bankers  Association  of  America.  Capital  for  Small  Busi¬ 

ness,  April  1945. 

6  S.  Con.  Res.  26,  81st  Cong.,  1st  sess. 

7  Joint  Committee  on  Economic  Report,  Volume  and  Stability  of  Private  Investment,  S.  Doc.  149,  81st 
Cong.,  2d  sess.,  p.  7. 

8  Hearings,  Small  Business  Act  of  1950,  Senate  Banking  and  Currency  Committee,  81st  Cong.,  2d  sess. 
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The  Department  of  Commerce  has  made  a  further  study  of  small- 
business  financing.  In  1955  the  Department’s  field  offices  queried 
some  15,000  firms,  half  of  them  less  than  5  years  old,  the  other  half 
older.  The  Commerce  Department  concluded  that  only  one-third  of 
the  desired  equity  funds  are  actually  obtained,  with  both  younger  and 
older  firms  receiving  less  than  half  the  total  they  sought.® 

During  June  1957,  this  committee  held  9  days  of  public  hearings  on 
credit  needs  of  small  business.  Once  again,  overwhelming  opinion  was 
expressed  that  a  serious  credit  gap  exists  and  that  small-  and  medium- 
size  businesses  particularly  were  unable  to  meet  their  urgent  needs  for 
long-term  credit  or  equity  capital.  The  American  Bankers  Associa¬ 
tion  spokesman  supported  the  principle  behind  the  establishment  of 
capital  banks  and  acknowledged  the  serious  lack  of  private  sources 
in  this  field. 

The  House  Small  Business  Committee  hearings  on  the  problems  of 
small-business  financing  in  November  1957,  receiving  further  evidence 
on  the  seriousness  of  the  credit  gap  existing  for  smaller  firms.  The 
House  group,  too,  found  substantial  agreement  on  the  point  that  small 
business  needed  more  adequate  sources  of  equity  capital. 

The  Federal  Reserve  Board  has  now  completed  the  bulk  of  its  year¬ 
long  study,  Financing  Small  Business,  which  as  stated  by  Chairman 
Martin,  was  initiated  as  a  direct  result  of  this  committee’s  hearings 
in  1957.  Mr.  Paul  H.  Banner  and  Dr.  A.  D.  H.  Kaplan,  who  prepared 
a  paper  for  this  study  on  the  adquacy  of  small-business  financing, 
reported  that  “Institutions  have  not  developed  to  provide  small 
business  with  practicable  access  to  the  securities  market”  and,  in 
general,  that  “a  review  of  financing  facilities  valuable  to  small  busi¬ 
ness  leads  to  the  conclusion  that  they  are  inadequate.” 9  10 

Tae  representative  of  the  United  States  Chamber  of  Commerce 
acknowledged  the  existence  of  a  “gap”  in  our  financial  system  and 
traced  this  gap  to  the  following  complex  and  interrelated  causes: 

1 .  High  progressive  tax  rates. 

2.  Reluctance  on  the  part  of  management  to  seek  outside 
equity  capital. 

3.  A  desire  to  finance  fixed  investment  through  long-term 
loans. 

4.  Difficulty  in  making  contact  with  equity  sources. 

5.  Problems  incident  to  industrial  dispersion  and  agricul¬ 
tural  transition. 

6.  Restrictions  and  regulations  surrounding  securities 
issuance. 

7.  Resulting  high  fixed  cost  of  securities  issuance,  espe¬ 
cially  for  smaller  issues. 

8.  Rising  importance  of  institutional  investing. 

Of  particular  significance  is  the  conclusion  reached  by  Chairman 
William  McChesney  Martin,  of  the  Federal  Reserve  Board.  After 
careful  study  of  this  problem,  Chairman  Martin  told  this  committee, 
“that  there  is  room  for  a  Government  program  to  foster  the  flow  of 


9  McHugh  and  Ciaccio,  External  Financing  of  Small-  and  Medium-size  Business,  Survey  of  Current 
Business,  October  1955. 

Financing  Small  Business,  p.  110  and  p.  123. 
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private  investment  funds  to  small  business.”  11  This  view  was  con¬ 
firmed  by  almost  every  witness  who  appeared  during  10  days  of 
committee  hearings  in  April  and  May  of  this  year.  The  Department 
of  Commerce,  the  Treasury  Department,  and  the  Small  Business 
Administration  advocate  a  Federal  program. 

Foreign  Experience  12 

This  gap  is  not  peculiar  to  the  United  States.  Evidence  of  similar 
situations  in  other  capitalistic  nations  can  be  found  in  the  special 
financial  institutions  established  in  those  nations.  Some  illustrations 
are  as  follows: 

CANADA 

In  1944  the  Canadian  Parliament  established  the  Industrial  Devel¬ 
opment  Bank  (IDB)  as  a  wholly  owned  subsidiary  of  the  Bank  of 
Canada,  for  the  purpose  of  making  term  loans  to  industrial  concerns 
which  are  unable  to  obtain  adequate  financing  elsewhere  at  reason¬ 
able  terms.  The  bank’s  loans  have  been  (1)  predominantly  for  fixed 
assets  and  not  for  working  capital,  (2)  both  intermediate  and  long 
term,  and  (3)  on  a  secured  and  unsecured  basis.  The  experience  to 
date  of  the  IDB  has  been  most  encouraging;  it  has  operated  for 
several  years  at  a  modest  margin  of  profit. 

GREAT  BRITAIN 

In  1945  the  Industrial  and  Commercial  Finance  Corporation,  Ltd. 
(ICFC),  a  private  organization  formed  by  the  clearing  banks  and  the 
Bank  of  England,  was  established  in  Great  Britain.  Its  purpose  is  to 
provide  long-term  debt  and  equity  capital  to  small-  and  medium¬ 
sized  industrial  and  commercial  companies  which  cannot  borrow 
conveniently  on  the  capital  market. 

The  growth  of  the  ICFC  has  been  steady,  and  it  has  operated  since 
1947  at  a  profit  which  has  been  increasing  yearly.  In  the  year  ended 
March  1956,  the  corporation  realized  a  net  profit  of  £1,385,815  and  it 
had  outstanding  in  advances  and  investments  £32,193,017. 

WEST  GERMANY 

A  private  German  institution  specializing  in  long-term  loans  to 
industry  is  the  Industriekreditbank,  formed  in  1949.  Its  purpose  is 
to  provide  long-term  credit  for  the  reconstruction  of  German  indus¬ 
tries  with  special  regard  for  small-  and  medium-sized  firms  which 
do  not  have  direct  access  to  the  capital  market. 

The  resources  of  this  bank  come  from  (1)  issues  of  bearer  bonds 
which  are  exempt  from  income  and  corporate  tax,  and  (2)  loans  from 
public  institutions. 

The  most  important  of  the  public  institutions  in  Germany  designed 
to  provide  medium-  and  long-term  loans  to  business  firms  which  cannot 
obtain  resources  from  other  credit  institutions  is  the  Rreditanstalt 
fuer  Wiederaufbau  (K.  f.  W.),  established  by  law  in  1948.  Its  capital 
is  owned  by  the  Government,  and  it  obtains  resources  from  the  sale 


11  Hearings,  p.  55. 

«  The  information  in  this  section,  with  the  exception  of  that  relating  to  the  Industrial  Development 
Bank  of  Canada,  is  from  the  Supply  of  Capital  Funis  for  Inlustrial  Development  in  Europe,  published 
by  the  European  Productivity  Agency  of  the  Organization  for  European  Economic  Cooperation  (January 
1957),  section  entitled  “Institutions  specializing  in  long-term  credit  to  industry,”  pp.  45-68. 
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of  its  own  bearer  bonds,  through  borrowing  from  the  Federal  Govern¬ 
ment  and  abroad,  and  from  counterpart  funds. 

A  considerable  portion  of  the  loans  by  the  K.  f.  W.  have  been  to 
large  companies  and  public  services  whereas  almost  all  of  the  loans 
made  by  the  Industrial  Credit  Bank  (mentioned  above)  have  been  to 
small-  and  medium-sized  businesses. 

FRANCE 

The  supply  of  long-term  capital  to  industry  has  been  furnished  in 
France  through  semipublic  and  public  credit  institutions. 

The  mainstay  of  these  credit  institutions  has  been  the  Caisse  des 
Depots  et  Consignations  (CDC)  which  is  essentially  a  pool  of  the  pub¬ 
lic’s  savings.  Its  direct  investment  in  industrial  securities  includes 
various  debentures,  industrial  debentures  guaranteed  by  the  Govern¬ 
ment,  and  debentures  issued  by  Credit  National  (described  below)  for 
financing  industrial  firms’  purchases  of  plants  and  equipment.  The 
CDC  also  aids  industry  indirectly  by  discounting  the  banks’  bills 
arising  out  of  advances  to  industry  thereby  making  available  a  large 
amount  of  medium-term  credit. 

The  Credit  National,  a  semipublic  institution  formed  in  1919,  has 
become  the  most  important  medium  for  long-term  lending  to  industry. 
It  obtains  its  resources  from  the  Treasury  and  by  its  own  issues  in 
the  capital  market  subject  to  certain  regulations  by  the  Government. 
Loans  are  made  by  the  Credit  National  to  firms  of  all  sizes. 

The  special  requirements  of  small-  and  medium-sized  firms  are  met 
by  Caisse  Centrale  de  Credit  Hotelier  Commercial  et  Industriel.  Its 
operations  are  similar  to  those  of  the  Credit  National.  It  provides 
medium  and  long-term  financing  to  a  network  of  popular  banks  which 
in  turn  relend  the  funds  to  their  own  members.  The  majority  of  this 
organization’s  resources  comes  from  the  Government. 

ITALY 

At  the  present  time  the  most  important  Italian  institution  providing 
long-term  capital  to  business  firms  is  the  Instituto  Mobiliare  Italiano 
(IMI)  which  was  established  as  a  public  institution  in  1931.  The 
Government  supplied  45  percent  of  the  capital  with  the  balance  being 
supplied  by  the  banks,  insurance  companies,  and  savings  banks. 

The  IMI  makes  long-term  loans  (up  to  20  years  maturity)  and  also 
purchases  stock  in  companies.  In  the  period  from  1945  to  1954,  44 
percent  of  its  loans  and  investments  went  to  public  services,  31  per¬ 
cent  to  shipping  concerns,  and  the  balance  of  25  percent  went  to  the 
chemical  and  engineering  industries  plus  a  number  of  firms  in  other 
industries. 

BELGIUM 

The  two  most  important  private  institutions  providing  long-term 
capital  to  industry  in  Belgium  are  the  Societe  Generale  de  Belgique 
and  the  Brufina  which,  after  the  barfk  reforms  of  1934,  took  over  the 
long-term  loans  and  participations  of  the  two  largest  commercial 
banks. 

The  most  important  semipublic  institution  in  the  field  of  industrial 
finance  in  the  Societe  Nationale  de  Credit  a  l’lndustrie  which  was 
established  after  World  War  I  for  the  specific  purpose  of  assisting 
small-  and  medium-sized  firms  of  good  but  insufficient  standing  for 
issuing  and  selling  their  own  debentures. 
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SWEDEN 

In  1934  the  Government  of  Sweden  and  a  few  leading  commercial 
banks  joined  in  forming  the  A.  B.  Industrikredit  for  the  purpose  of 
making  medium-  and  long-term  loans  to  industrial  firms,  with  the 
main  emphasis  on  firms  which  are  too  small  to  have  ready  access  to 
the  bond  market.  The  operations  of  this  bank,  however,  have  not 
reached  very  significant  proportions. 

Government  finance  is  made  available  to  industry  in  Sweden  through 
two  special  funds:  (1)  Statens  Hantverkslonefond  which  makes  loans 
to  small  firms  for  building,  purchase  of  equipment,  and  sometimes  for 
working  capital,  and  (2)  Fonden  for  Hantverks  Och  Smoindustrikredit 
which  lends  for  similar  purposes  in  certain  districts  where  “guarantee 
associations”  have  been  formed  by  small  industrial  firms.  These  funds 
do  not  represent  a  very  significant  contribution  to  long-term  industrial 
financing. 

NORWAY 

One  of  the  most  important  sources  of  long-term  capital  for  industry^" 
in  Norway  is  the  Den  Norske  Industribank  which  was  established  by 
the  Parliament  in  1936  for  making  mortgage  loans  to  industrial  firms, 
power  stations,  and  hotels.  Slightly  more  than  half  of  the  bank’s 
share  capital  is  held  by  the  Government,  and  the  balance  is  held  by 
private  shareholders.  Three  of  its  five  directors  are  appointed  by  the 
Government. 

The  main  source  of  this  bank’s  funds  is  the  issue  and  sale  of  bearer 
bonds.  Its  principal  borrowers  have  been  in  these  industries :  Chemical, 
foodstuff,  beverage,  tobacco,  textile,  shipbuilding,  and  engineering. 

SUMMARY 

These  examples  illustrate  that  (1)  the  small  business  financing 
problems  of  the  United  States  are  not  new  and  are  not  unique, 
(2)  many  nations  have  recognized  that  the  central  government  has 
a  responsibility  and  a  proper  role  in  helping  to  solve  these  problems, 
and  (3)  the  financial  institutions  created  should  be  and  can  be  private 
and  profitable. 

The  committee  is  persuaded  that  existing  financial  institutions  in^ 
the  United  States  are  not  designed  and  are  not  equipped  to  meet  theV 
long-term  credit  and  equity  needs  of  smaller  enterprises.  These  needs 
can  be  met  by  the  establishment  of  new  private  financial  institutions. 

S.  3651  proposes  the  creation  of  such  institutions  with  Federal  assist¬ 
ance.  The  committee  believes  that  these  new  private  institutions 
can  be  profitable  and  that  Federal  participation  can  be  eventually 
retired. 

Domestic  Precedents 

There  are  ample  precedents  to  support  the  committee’s  position  in 
favoring  S.  3651.  Some  more  prominent  examples  of  private  financial 
institutions  started  under  Federal  auspices  are  the  following: 

Federal  land  banks. — Established  under  the  Federal  Farm  Loan  Act 
of  1916  to  provide  low-cost,  long-term  credit  to  farmers.  All  the 
capital  stock  was  to  be  owned  by  the  national  farm  loan  associations 
organized  by  farmers.  The  Federal  Government  subscribed  to  stock 
in  such  banks  to  get  them  started.  In  June  1947,  the  last  of  the  capital 
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owned  by  the  United  States  Government  was  retired  and  the  entire 
system  is  now  owned  by  the  national  farm  loan  associations  and  direct 
borrowers. 

Federal  home-loan  banks. — Established  under  the  Federal  Home 
Loan  Bank  Act  of  1932.  Such  banks  make  short  and  long-term 
advances  to  member  savings  and  loan  associations  and  other  members. 
They  are,  in  effect,  rediscount  institutions,  and  do  not  deal  directly 
with  individual  borrowers.  The  Federal  Government  supplied  the 
bulk  of  the  initial  capital  of  the  home-loan  banks;  the  last  Government 
stock  was  repaid  in  1951. 

Banks  jor  cooperatives. — Provided  for  in  legislation  in  1933  to  lend 
money  to  farm  cooperatives.  The  Federal  Government  furnished  the 
initial  capital ;  farm  cooperatives  are  now  in  the  process  of  buying  out 
the  Government’s  interest  in  these  banks  under  the  Farm  Credit  Act 
of  1955. 

Federal  Reserve  banks. — Established  under  the  Federal  Reserve  Act 
iof  1913.  The  act  provided  that  if  the  necessary  capital  to  establish 
'such  banks  was  not  fully  subscribed  to  by  banks  and  the  public,  the 
Treasury  would  purchase  stock.  The  stock  in  the  Federal  Reserve 
banks  was  fully  subscribed  to  by  the  banks,  and,  therefore,  no  Federal 
investment  was  necessary. 

Federal  intermediate  credit  banks. — Established  in  1923  to  supply 
short-term  funds  required  by  production  credit  associations,  farmers’ 
cooperatives,  and  other  agricultural  lenders.  Capital  of  $5  million 
for  each  of  the  12  banks  was  provided  by  the  United  States  Govern¬ 
ment.  Under  the  Farm  Credit  Act  of  1956,  the  Government’s  inter¬ 
est  in  such  banks  is  being  purchased  gradually  by  the  parties  who  deal 
with  the  banks. 

Explanation  of  the  Bill 

ESTABLISHMENT  OF  SMALL  BUSINESS  INVESTMENT  DIVISION  IN  THE 

SBA 

The  bill  establishes  a  division  of  the  Small  Business  Administration 
to  be  known  as  the  Small  Business  Investment  Division.  This 
Division,  to  be  headed  by  a  Deputy  Administrator  appointed  by  the 
President,  by  and  with  the  advice  and  consent  of  the  Senate,  is  to 
fhave  the  power  and  authority  to:  (a)  charter,  regulate,  and  examine 
small  business  investment  companies,  ( b )  lend  funds  to  such  invest¬ 
ment  companies,  and  (c)  lend  funds  to  State  and  local  development 
companies. 

The  committee  intends  that  the  operations  of  the  SBA  in  adminis¬ 
tering  this  new  program  should  be  separated  from  the  SBA’s  other 
functions  to  the  maximum  possible  extent.  It  believes  that  this  can 
best  be  accomplished  through  a  separate  division  of  the  SBA,  the  staff 
of  which  will  devote  itself  exclusively  to  the  small  business  investment 
companies  and  to  State  and  local  development  companies  which  desire 
loans. 

The  committee  wishes-  to  emphasize  that  it  does  not  contemplate 
the  Small  Business  Investment  Division  to  be  a  large,  cumbersome, 
and  complex  organization.  Its  function  will  be  to  deal  with  and  regu¬ 
late  a  relatively  small  number  of  private  small  business  investment 
companies,  and  to  make  loans  to  State  and  local  development  com¬ 
panies.  It  is  emphasized  that  the  Division  will  not  deal  directly  with 
small-business  concerns.  Unlike  the  present  SBA  which  has  day-to- 
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day  contact  with  literally  tens  of  thousands  of  small-business  concerns 
throughout  the  country,  the  Small  Business  Investment  Division  will 
not  be  burdened  with  any  such  function  nor  with  the  necessity  of 
regional  and  subordinate  offices. 

The  bill  provides  that  the  new  functions  to  be  performed  by  the 
Small  Business  Administration  shall  be  carried  out  in  such  manner  as 
to  insure  the  maximum  participation  of  private  financing  sources  and 
shall  be  administered  so  that  any  financial  assistance  shall  not  result 
in  a  substantial  increase  of  unemployment  in  any  area  of  the  country. 

It  is  of  no  concern  to  the  committee  whether  State  or  private  funds 
are  used  to  attract  industry  into  a  particular  area,  but  it  is  the  com¬ 
mittee’s  intent  that  Federal  funds  shall  not  be  used  for  such  a  purpose. 
Accordingly,  the  committee  wishes  to  make  it  clear  that  the  Small 
Business  Administration  should  not  provide  any  financial  assistance 
under  this  act  which  may  be  used  to  provide  a  subsidy  to  induce  any 
relocation  of  industry  or  to  assist  any  relocation  of  a  small-business 
concern  for  other  than  a  sound  business  purpose.  f 


REVOLVING  FUND 


In  order  to  carry  out  the  lending  functions  contained  in  the  bill,  the 
SBA  is  authorized  to  issue  obligations  to  the  Secretary  of  the  Treasury 
in  an  amount  not  to  exceed  $250  million  outstanding  at  any  one  time; 
such  borrowing  is  to  constitute  a  revolving  fund. 

Because  it  will  take  time  to  establish  small  business  investment 
companies,  and  their  growth  and  development  will  be  a  gradual 
process,  the  bill  limits  the  amount  which  the  SBA  may  borrow  during 
the  first  year  after  enactment  to  $50  million  outstanding,  and  during 
the  second  year  this  amount  may  be  increased  to  a  total  of  $150 
million  outstanding.  The  obligations  issued  by  the  SBA,  under  this 
bill,  shall  have  maturities  as  set  by  the  SBA  with  the  approval  of  the 
Secretary  of  the  Treasury ;  the  interest  rate  on  such  obligations,  to  be 
determined  by  the  Secretary  of  the  Treasury,  shall  not  be  higher  than 
the  current  average  yield  on  outstanding  marketable  obligations  of 
the  United  States  of  comparable  maturities. 

This  revolving  fund  is  to  be  used  to  make  loans  to  small  business 
investment  companies,  and  to  make  loans  to  State  and  local  develop^ 
ment  companies. 


SMALL  BUSINESS  INVESTMENT  COMPANIES 


Formation. — Small  business  investment  companies  formed  to  oper¬ 
ate  under  this  bill  may  be  formed  by  a  minimum  of  10  persons.  These 
companies  may  be  chartered  under  State  law  or  by  the  SBA  as  pro¬ 
vided  in  this  act.  The  SBA  in  determining  whether  to  issue  a  permit 
to  begin  business,  or  to  give  permission  to  operate  under  this  act  in 
the  case  of  a  State  chartered  company,  shall  consider  the  need  for 
small-business  financing  in  the  area  where  the  proposed  company  is 
to  operate,  the  character  of  the  proposed  management  of  the  com¬ 
pany,  and  the  number  of  such  companies  already  formed  in  the  United 
States  and  the  volume  of  their  business. 

The  committee  sees  no  necessity  for  the  formation  of  large  numbers 
of  small  business  investment  companies,  and  the  Small  Business 
Administration  is  expected  to  give  close  attention  to  the  criteria  on 
this  subject  as  expressed  in  section  301  (c). 
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Upon  the  issuance  by  the  SBA  of  a  permit  to  begin  business,  such  a 
company  shall  become  a  body  corporate  with  the  authority  to  exercise 
the  usual  powers  as  are  necessary  to  carry  on  the  business  for  which 
the  company  was  formed.  Each  small  business  investment  company 
is  required  to  have  a  board  of  directors  consisting  of  nine  members  to 
be  elected  annually  by  the  company’s  stockholders.  The  primary 
function  of  these  small  business  investment  companies  is  to  provide 
long-term  loans  and  equity  capital  to  small-business  concerns. 

SBA  authority  to  charter  small-business  investment  companies  will 
terminate  on  June  30,  1961.  Thereafter,  such  companies  must  be 
chartered  under  State  law  and  may  be  given  permission  to  operate 
under  this  act  by  the  SBA.  The  committee  believes  that  by  June  30, 
1961,  all  States  will  have  had  an  opportunity  to  enable  the  formation 
of  small-business  investment  companies  to  operate  under  this  act,  and 
that  a  chartering  function  in  the  SBA  will  be  unnecessary.  Termina¬ 
tion  of  this  authority  shall  have  no  effect  upon  the  continuing  activi¬ 
ties  of  any  small-business  investment  companies  chartered  by  the 
Small  Business  Administration. 

Capital  stock  requirements. — A  small  business  investment  company  is 
required  to  have  a  paid-in  capital  and  surplus  of  $300,000  before  it 
may  commence  business.  Stock  in  such  companies  may  be  purchased 
by  individuals,  partnerships,  corporations,  insurance  companies,  and 
financial  institutions,  including  Federal  Reserve  member  banks  and 
nonmember  insured  banks.  No  Federal  Reserve  member  bank  or 
nonmember  insured  bank,  however,  may  hold  shares  in  such  companies 
in  an  amount  aggregating  more  than  1  percent  of  its  capital  and 
surplus. 

In  order  to  encourage  the  formation  of  small  business  investment 
companies,  the  SBA  is  authorized  to  provide  a  maximum  of  $150,000 
to  each  such  company  formed,  through  the  purchase  of  subordinated 
debentures.  These  debentures  shall  be  subordinate  to  any  other 
obligations  issued  by  a  company,  and  they  shall  be  considered  as  part 
of  such  companies’  paid-in  capital  and  surplus  for  purposes  of  the 
minimum  capital  required  for  formation  of  an  investment  company. 

The  committee  desires  that  there  be  no  misunderstanding  concern¬ 
ing  the  treatment,  as  a  part  of  capital  and  surplus,  of  funds  derived 
from  the  SBA  through  these  subordinated  debentures.  The  SBA, 
therefore,  should  include  provisions  in  its  regulations  which  require 
all  small-business  investment  companies  to  clearly  identify  funds  re¬ 
ceived  in  this  way  in  the  companies’  balance  sheets,  reports,  pros¬ 
pectuses,  and  other  publications  containing  references  to  their  capital 
structures. 

Borrowing  power. — Small  business  investment  companies  are 
authorized  to  borrow  money  from  private  sources  under  such  condi¬ 
tions  and  subject  to  such  limitations  and  regulations  as  prescribed  by 
the  SBA.  Such  regulations  should  include  a  maximum  capital  to 
debt  ratio,  taking  into  consideration  the  purposes  for  which  the 
companies  are  formed  and  the  extent  to  which  the  companies  will  be 
subject  to  regulation  and  examination. 

To  encourage  the  growth  of  these  companies,  the  SBA  is  authorized 
to  lend  them  money  on  terms  and  at  a  rate  of  interest  set  by  the  SBA. 
The  amount  the  SBA  may  lend  and  have  outstanding  to  any  company 
may  not  exceed  50  percent  of  the  paid-in  capital  and  surplus  of  such 
company  (the  subordinated  debentures  of  a  company  which  are  pur- 


12 


SMALL  BUSINESS  INVESTMENT  ACT  OF  195  8 


chased  by  the  SBA  are,  for  this  purpose,  treated  as  part  of  the  capital 
and  surplus).  This  limitation  on  the  amount  the  SBA  may  lend  to 
an  investment  company  is  to  prevent  such  companies  from  merely 
serving  as  intermediates  in  the  dispersal  of  Government  funds  to 
small-business  concerns.  The  SBA  funds  advanced  to  the  small  busi¬ 
ness  investment  companies  are  to  encourage  and  facilitate  the  forma¬ 
tion  and  growth  of  such  companies.  The  major  portion  of  their  funds 
are  expected  to  come  from  private  sources. 

Equity  capital  for  small  businesses. — Small  business  investment 
companies  are  authorized  to  provide  equity  capital  to  small-business 
concerns  through  the  purchase  of  convertible  debentures  which  shall 
contain  such  terms  and  interest  rates  as  the  companies  fix  under  SBA 
regulations.  These  debentures  are  to  be  convertible  at  the  option  of 
the  company  or  a  holder  in  due  course,  up  to  and  including  the  date 
of  call,  into  stock  of  the  small-business  concern  at  the  sound  book 
value  of  such  stock  as  determined  at  the  time  the  debentures  were 
issued. 

The  committee  believes  that  the  use  of  convertible  debentures, 
which  has  been  developed  to  a  high  degree  in  recent  years  by  many 
large,  publicly  financed  companies,  is  the  most  suitable  financing  in¬ 
strument  for  this  type  of  program.  This  type  of  debenture  is  attrac¬ 
tive  to  speculative  investors  who  want  an  opportunity  to  share  in  the 
future  prosperity  of  a  business  beyond  the  fixed  claim  of  ordinary  debt. 
In  view  of  the  risk  inherent  in,  and  the  admittedly  experimental  nature 
of  the  financing  which  this  bill  seeks  to  encourage,  consideration  must 
be  given  to  encouraging  such  speculative  investors. 

Before  an  investment  company  purchases  any  such  convertible 
debentures,  it  may  require  the  small-business  concern  to  refinance  its 
outstanding  indebtedness  so  that  the  investment  company  is  the  only 
holder  of  indebtedness  of  such  concern.  Furthermore,  to  protect  the 
investment  company,  such  small-business  concern  may  be  required 
to  agree  not  to  incur  further  indebtedness  without  approval  of  the 
investment  company. 

Whenever  an  investment  company  provides  capital  to  a  small- 
business  concern  through  the  purchase  of  convertible  debentures,  such 
concern  is  required  to  purchase  stock  in  the  investment  company  in 
an  amount  equalling  from  2  to  5  percent  of  the  amount  of  the  capital 
provided,  as  established  by  SBA  regulation.  SBA  regulations  may, 
however,  permit  a  small-business  concern  to  defer  such  purchase  of 
stock  for  a  period  up  to  3  years.  The  purpose  of  this  stock-purchase 
requirement  is  to  build  up  the  investment  of  private  funds  and,  in  due 
course,  to  make  Federal  participation  unnecessary. 

Loans  to  small-business  concerns. — Small  business  investment  com¬ 
panies  are  authorized  to  make  loans  “of  such  sound  value,  or  so  se¬ 
cured,  as  reasonably  to  assure  repayment”  to  small-business  concerns, 
both  incorporated  and  unincorporated.  These  loans  may  be  made 
directly  or  in  participation  with  other  lending  institutions  on  an  im¬ 
mediate  or  deferred  basis.  The  maximum  interest  rate  on  such  loans 
is  to  be  set  by  the  SBA.  The  maximum  maturity  of  such  loans  is 
30  years,  but  an  investment  company  may  extend  the  maturity  of  a 
loan  for  an  additional  10  years  if  such  extension  will  aid  in  the  orderly 
liquidation  of  a  loan. 


SMALL  BUSINESS  INVESTMENT  ACT  OF  1958 


13 


Without  approval  of  the  SBA,  the  total  amount  which  a  small  busi¬ 
ness  investment  company  may  lend  and  invest  in  a  single  small- 
business  concern  may  not  exceed  20  percent  of  the  combined  capital 
and  surplus  of  such  investment  company  (subordinated  debentures 
purchased  by  the  SBA  under  this  bill  are  treated  as  part  of  capital  and 
surplus  for  purposes  of  this  limitation) . 

Exemptions  from  securities  acts. — The  Securities  and  Exchange  Com¬ 
mission  is  granted  the  authority  to  exempt  securities  which  are  issued 
by  small  business  investment  companies  from  the  regulatory  pro¬ 
visions  as  contained  in  the  Securities  Act  of  1933  and  the  Trust  In¬ 
denture  Act  of  1939,  if  it  finds  that  such  exemption  will  not  jeopardize 
the  protection  of  investors  or  the  public  interest.  The  committee  is 
convinced  that  it  would  not  be  wise  to  exempt  such  investment  com¬ 
panies  outright  from  the  securities  laws.  At  the  same  time  it  is 
recognized  that  there  may  be  justification  for  exemptions  by  the  SEC 
which  are  consistent  with  the  purposes  of  the  securities  laws. 

The  bill  also  provides  that,  with  one  exception,  the  Investment 
Company  Act  of  1940  shall  apply  to  small-business  investment  com¬ 
panies  just  as  it  does  at  present  to  other  investment  companies.  The 
committee  was  impressed  by  the  testimony  offered  by  the  Chairman 
of  the  SEC  that,  in  order  to  give  adequate  protection  to  investors,  the 
Investment  Company  Act  of  1940  should  be  applicable  to  small- 
business  investment  companies. 

The  bill  does,  however,  exempt  small-business  investment  companies 
from  the  limitation  contained  in  the  Investment  Company  Act  that 
a  company’s  borrowings  cannot  exceed  one-third  of  the  company’s 
total  assets.  For  the  type  of  operation  to  be  carried  out  by  small- 
business  investment  companies,  the  committee  is  of  the  opinion  that 
this  limitation  on  borrowing  is  too  restrictive.  State  development 
corporations,  for  example,  have  debt-to-capital  ratios  as  high  as  10  to  1. 
The  bill  provides  that  the  SBA  may  prescribe  limitations  on  borrowing 
by  small-business  investment  companies.  No  definite  debt-to-capital 
ratio  is  prescribed  in  the  bill  because  of  the  experimental  nature  of 
this  program. 

Tax  provisions. — The  bill  provides  that  taxpayers  investing  in  the 
stock  of  small-business  investment  companies  will  be  allowed  an 
ordinary-loss  deduction  rather  than  a  capital-loss  deduction  on  losses 
arising  from  worthlessness  or  sale  of  such  stock.  Small-business 
investment  companies  will  also  be  allowed  an  ordinary  loss-deduction, 
rather  than  a  capital-loss  deduction,  on  losses  sustained  on  convertible 
debentures,  including  stock  received  pursuant  to  the  conversion 
privilege.  The  loss  deduction  will  include  losses  due  to  worthlessness 
as  well  as  those  arising  from  sale  or  exchange  of  the  security. 

Such  companies  will  also  be  allowed  a  deduction  of  100  percent  of 
dividends  received  from  a  taxable  domestic  corporation  rather  than 
the  85-percent  deduction  allowed  corporate  taxpayers  generally. 

These  tax  provisions  are  endorsed  by  the  Treasury  Department 
which  in  testimony  before  the  committee  stated: 

The  (tax)  provisions  should  be  helpful  in  increasing  the 
amount  of  funds  available  to  the  proposed  investment  com¬ 
panies  and  they  are  consistent  with  other  tax  recommenda¬ 
tions  and  the  general  corporate  tax  law. 

S.  Rept.  1652,  85^2 - 3 
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CONVERSION  OF  STATE  DEVELOPMENT  COMPANIES  AND  STATE  CHAR¬ 
TERED  INVESTMENT  COMPANIES 

Both  State  development  companies  and  State  chartered  investment 
companies,  upon  the  vote  of  the  shareholders  owning  a  majority  of  the 
stock  in  such  companies,  may  with  the  approval  of  the  SBA  be  con¬ 
verted  into  small  business  investment  companies.  Upon  conversion, 
such  companies  shall  have  all  the  rights  and  obligations  of  companies 
originally  formed  and  chartered  by  the  SBA  as  small  business  invest¬ 
ment  companies. 

SBA  authority  to  approve  such  conversions  wfill  terminate  on  June 
30,  1961.  This  termination  provision  is  included  to  conform  with  the 
termination  date  of  the  SBA  authority  to  charter  small-business 
investment  companies. 

This  conversion  privilege  is  designed  to  permit  companies,  which 
may  so  desire,  to  take  advantage  of  the  bill’s  provisions  and  benefits, 
e.  g.,  investments  and  loans  from  SBA,  and  tax  advantages.  The 
committee  believes  that  it  would  be  unfair  to  preclude  regulated  in-  fl 
vestment  companies  and  State  development  corporations  from  the 
right  to  convert  into  small  business  investment  companies  if  they 
should  desire  to  do  so. 

This  bill  provides  that  this  conversion  privilege  shall  not  be  con¬ 
strued  to  supersede  the  laws  of  any  State. 

SBA  LOANS  TO  STATE  AND  LOCAL  DEVELOPMENT  COMPANIES 

In  order  to  encourage  the  growth  and  development  of  State  and 
local  development  companies,  which  have  been  performing  an  in¬ 
creasingly  important  and  useful  role  in  providing  credit  for  small- 
business  concerns,  the  bill  authorizes  the  SBA  to  lend  money  to  such 
companies  on  such  terms  and  at  an  interest  rate  set  by  the  SBA.  The 
SBA  may  not  lend  to  any  such  company  more  than  the  company  has 
borrowed  from  all  other  sources.  This  limitation  in  the  bill  is  to 
prevent  the  situation  arising  whereby  State  and  local  development 
companies  woidd  be  serving  only  as  transmission  belts  for  the  con¬ 
veyance  of  Federal  funds  to  small-business  concerns. 

The  only  exception  to  this  general  limitation  on  loans  to  State  and 
local  development  companies  is  in  cases  where  the  SBA  loans  are  i 
secured  and  are  identifiable  with  ultimate  small-business  borrowers.  * 
Loans  of  this  kind,  up  to  $250,000  each,  may  be  made  in  addition  to  the 
general  lending  authority  discussed  in  the  preceding  paragraph. 

In  order  to  encourage  the  formation  of  statewide  development 
companies  in  those  States  which  have  not  begun  such  a  program,  the 
bill  provides  that  loans  to  local  development  companies  may  be  made 
only  through  June  30,  1961.  Thereafter,  the  SBA  will  have  author¬ 
ity  to  lend  only  to  State  development  companies. 

REPEAL  OF  SECTION  13B  OF  THE  FEDERAL  RESERVE  ACT 

Section  13b  of  the  Federal  Reserve  Act  would  be  repealed  1  year 
after  enactment  of  this  bill.  Section  13b,  which  was  enacted  in  1934, 
authorized  the  Federal  Reserve  banks  to  provide  working  capital  to 
businesses  that  were  unable  to  obtain  needed  financial  assistance 
from  the  usual  sources.  This  authority  was  granted  under  emergency 
conditions  existing  in  the  1930’s,  and  it  has  been  used  very  little  in 
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recent  years.  The  Board  of  Governors  of  the  Federal  Reserve  System 
has  recommended  repeal  of  this  authority  in  the  belief  that  it  is  in¬ 
appropriate  for  the  System  to  participate  in  the  financing  of  business 
enterprises.  The  Senate  on  March  21,  1957,  passed  the  Financial 
Institutions  Act  of  1957  (S.  1451),  which  includes  a  provision  repealing 
section  13b;  this  bill  is  now  before  the  House  Banking  and  Currency 
Committee. 

The  funds  which  the  Federal  Reserve  banks  have  received  from  the 
Treasury  Department  under  section  13b,  amounting  to  approximately 
$27.5  million,  are  to  be  returned  to  the  Secretary  of  the  Treasury  and 
to  be  put  into  a  special  fund  to  be  available  for  grants  by  SBA  for 
management  counseling  as  described  in  detail  below. 

SBA  GRANTS  FOR  MANAGEMENT  COUNSELING 

The  Small  Business  Act  is  amended  to  authorize  the  SBA  to  make 
grants  to  any  State  government  or  State  development  corporation, 
or  colleges  and  universities  for  studies,  research,  and  counseling 
concerning  the  managing,  financing,  and  operation  of  small-business 
concerns.  Only  one  such  grant  may  be  made  within  any  one  State 
per  year,  and  no  single  grant,  may  exceed  $40,000.  These  grants 
shall  be  made  from  the  special  fund  in  the  Treasury  Department 
created  in  this  bill  and  described  above. 

The  committee,  having  heard  the  testimony  of  expert  witnesses  in 
the  field  of  business  management,  is  convinced  that  one  of  the  most 
serious  handicaps  to  many  small-business  poncerns  is  the  lack  of 
adequate  management  counseling.  It  is  felt  that  the  grants  con¬ 
tained  in  the  bill  will  be  of  material  assistance  in  filling  this  need. 

Sectional  Analysis 

TITLE  I - SHORT  TITLE,  STATEMENT  OF  PURPOSE,  AND  DEFINITIONS 

Section  101.  Short  title. — Cited  as  Small  Business  Investment  Act 
of  1958. 

Section  102.  Statement  of  policy.- — States  congressional  policy  to  (1) 
stimulate  and  supplement  flow  of  private  capital  to  small  business, 

(2)  recognize  that  such  funds  are  not  available  in  adequate  supply, 

(3)  insure  maximum  participation  of  private  financing  sources,  and 

(4)  deny  financial  assistance  which  would  substantially  increase  un¬ 
employment  in  any  area  of  the  country. 

Section  108.  Definitions. — (Self-explanatory.) 

TITLE  II - SMALL  BUSINESS  INVESTMENT  DIVISION  OF  SMALL  BUSINESS 

ADMINISTRATION 

Section  201.  Establishment  of  Small  Business  Investment  Division. — 
Creates  the  Small  Business  Investment  Division  within  the  Small 
Business  Administration.  Division  to  be  headed  by  a  Deputy 
Administrator  appointed  by  President  and  confirmed  by  Senate. 

Section  202.  Provision  of  funds. — Creates  revolving  fund  of  $250 
million  for  Investment  Division  of  SBA — funds  to  be  borrowed  from 
the  Treasury  at  the  current  average  yields  on  United  States  obligations 
of  comparable  maturities.  Maximum  borrowing  of  $50  million  during 
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the  first  year  of  operations,  and  maximum  of  $150  million  during  first  2 
years  of  operations. 

Section  203.  Purpose  of  revolving  fund. — Revolving  fund  may  be 
used — (1)  to  purchase  subordinated  debentures  of  small  business  in¬ 
vestment  companies,  (2)  to  make  loans  to  small  business  investment 
companies,  and  (3)  to  make  loans  to  State  and  local  development 
companies. 

TITLE  III - SMALL  BUSINESS  INVESTMENT  COMPANIES 

Section  SOI.  Organization  of  small  business  investment  companies. — 
Small  business  investment  companies  may  be  formed  by  10  or  more 
persons  subject  to  the  approval  of  the  SBA.  SBA  chartering  author¬ 
ity  terminates  June  30,  1961.  Enumerated  are  such  powers  as  are 
necessary  to  carry  on  the  business  for  which  a  company  is  estab¬ 
lished. 

Section  302.  Capital  stock  and  subordinated  debentures.- — A  small 
business  investment  company  must  have  $300,000  paid-in  capital 
and  surplus  before  it  may  commence  business.  The  SBA  is  authorized 
to  advance  a  maximum  of  $150,000  to  any  such  company  by  purchas¬ 
ing  subordinated  debentures,  and  such  subordinated  debentures  are 
to  be  considered  a  part  of  capital  and  surplus.  Shares  of  stock  in  such 
companies  may  be  purchased  by  member  banks  of  the  Federal  Reserve 
System,  nonmember  banks,  insurance  conpanies,  financial  institutions, 
corporations,  partnerships,  and  other  persons.  A  member  bank  or  an 
insured  nonmember  bank  maj^  hold  stock  in  such  companies  only  in  an 
aggregate  amount  of  1*  percent  of  such  bank’s  capital  and  surplus. 
The  aggregate  amount  of  stock  in  such  companies  which  may  be  held 
by  any  stockholder  may  be  limited  by  the  SBA. 

Section  303.  Borrowing  power. — Small-business  investment  com¬ 
panies  may  borrow  money  and  issue  obligations  subject  to  limitations 
and  regulations  of  the  SBA.  The  SBA  is  authorized  to  lend  to  such 
companies  upon  such  terms  and  at  such  interest  rates  as  determined 
by  the  SBA.  The  SBA  may  not  have  loans  outstanding  under  this 
section  at  any  one  time  to  any  one  company  in  an  amount  exceeding 
50  percent  of  the  paid-in  capital  and  surplus  of  such  company. 

Section  304-  Provision  of  equity  capital  for  small-business  concerns. — 
Small-business  investment  companies  are  authorized  to  provide  equity 
capital  to  small-business  concerns  through  the  purchase  of  convertible 
debenture  bonds.  Such  bonds  shall  bear  interest  and  contain  other 
such  terms  as  the  company  may  fix  with  the  approval  of  the  SBA. 
Before  any  capital  is  provided  to  a  small-business  concern  under  this 
section,  the  investment  company  may  require  such  concern  to  (1)  re¬ 
finance  any  or  all  of  its  outstanding  debt  so  the  investment  company 
is  the  only  holder  of  evidence  of  indebtedness  of  such  concern,  and 
(2)  agree  not  to  thereafter  incur  any  debts  without  the  approval  of 
the  investment  company.  When  a  small-business  concern  obtains 
capital  under  this  section,  it  is  required  to  purchase  stock  in  the 
investment  company  in  an  amount  ranging  from  2  to  5  percent  of 
the  funds  it  obtains,  the  amount  of  such  stock  purchase  to  be  set  by 
the  SBA  and  the  SBA  can  authorize  a  3-year  deferment  of. stock 
purchase. 

Section  305. — Long-term  loa?is  to  small-business  concerns. — Small 
business  investment  companies  are  authorized  to  make  long-term 
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loans  to  small-business  concerns.  The  maximum  rate  of  interest 
on  such  loans  is  to  be  determined  by  the  SBA,  and  maximum  maturity 
is  set.  at  30  years  with  the  investment  company  having  I  lie  right  to 
extend  the  maturity  of  any  loan  another  10  years  if  it  deems  such 
extension  advisable  to  orderly  liquidation  of  the  loan.  Such  loans 
may  be  made  directly  or  in  cooperation  with  other  lending  institutions 
through  agreements  to  participate  on  an  immediate  or  deferred  basis. 

Section  306. — Aggregate  limitations. — Without  the  approval  of  the 
SBA,  no  small  business  investment  company  can  have  more  than 
20  percent  of  its  combined  capital  and  surplus  in  loans  and  investments 
of  a  single  small-business  concern  at  one  time. 

Section  807 .-—Exemptions. — Securities  issued  by  small  business 
investment  companies  may  be  exempt  by  the  SEC  from  the  Securities 
Act  of  1933  and  the  Trust  Indenture  Act  of  1939,  or  issued  under 
special  regulations,  if  the  SEC  finds  that  complete  application  of 
these  two  acts  is  not  necessary  in  the  public  interest  and  for  the  pro¬ 
tection  of  investors.  Investment  companies  chartered  by  SBA  are 
exempt  from  the  equity-debt  ratio  requirements  of  the  Investment 
Company  Act  of  1940. 

Section  808.  Tax  provisions. — Any  individual  or  corporation  is 
allowed  an  ordinary  (rather  than  capital)  loss  derived  from  a  sale  or 
exchange  of  stock  in  a  small  business  investment  company.  Also,  a 
small  business  investment  company  may  treat  as  an  ordinary  loss  any 
loss  on  convertible  debentures  (including  stock  received  pursuant  to 
the  conversion  privilege)  acquired  pursuant  to  section  304  above. 
Further,  a  dividend  received  deduction  equal  to  100  percent  (rather 
than  85  percent)  of  dividends  received  by  a  small  business  investment 
company  is  allowed. 

Section  309.  Miscellaneous. — Contains  miscellaneous  provisions  con¬ 
cerning  the  operations  of  small  business  investment  companies  and  the 
regulation  of  them  by  the  SBA. 

Section  810.  Approving  State-chartered  companies  for  operations  under 
this  act. — -State-chartered  companies  formed  expressly  for  the  purpose 
of  operating  under  this  act  may  be  approved  for  such  operations  by 
the  SBA.  Upon  approval  such  companies  shall  have  the  same  powers 
and  privileges  and  shall  be  subject  to  the  same  duties,  liabilities,  and 
regulations,  in  all  respects,  as  are  prescribed  for  small -business  invest¬ 
ment  companies  chartered  by  the  SBA. 

TITLE  IV - CONVERSION  OF  STATE  CHARTERED  INVESTMENT  COMPANIES 

AND  STATE  DEVELOPMENT  COMPANIES 

Section  401. — State  chartered  investment  companies  and  State 
development  companies  may,  upon  the  vote  of  the  majority  of  stock¬ 
holders,  be  converted  into  a  small  business  investment  company  with 
the  approval  of  the  SBA.  SBA  conversion  authority  terminates  June 
30,  1961.  Nothing  in  this  section  shall  be  construed  to  supersede  any 
State  law. 

TITLE  V - LOANS  TO  STATE  AND  LOCAL  DEVELOPMENT  COMPANIES 

Section  501. — The  SBA  is  authorized  to  make  loans  to  State  and 
local  development  companies  with  the  stipulation  that  such  funds  are 
to  be  used  by  such  companies  to  assist  in  carrying  out  the  purposes  of 
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this  act.  Such  loans  by  the  SBA  are  to  be  in  exchange  for  obligations 
of  the  development  companies  on  such  terms  and  at  an  interest  rate 
set  by  the  SBA.  The  SBA  loans  outstanding  at  any  one  time  to  any 
one  development  company  under  this  section  cannot  exceed  the  total 
amount  borrowed  by  the  company  from  all  other  sources.  Loans  to 
local  development  companies  may  be  made  only  through  June  30,  1961 . 

Section  502. — The  SBA  is  also  authorized  to  make  secured  loans  to 
State  and  local  development  companies,  up  to  $250,000  each,  if  such 
loans  are  to  assist  an  identifiable  small-business  concern.  Loans  to 
local  development  companies  may  be  made  onl}r  through  June  30,  1961 . 

TITLE  VI — CHANGES  IN  FEDERAL  RESERVE  AUTHORITY 

Section  601 .  Repeal  o  f  section  13b  oj  the  Federal  Reserve  Act. — Section 
13b  of  the  Federal  Reserve  Act  (which  provides  that  Federal  Reserve 
banks  may  make  working  capital  loans  to  business  concerns)  is  re¬ 
pealed  1  year  after  enactment  of  this  act.  A  savings  provision 
protects  transactions  being  carried  out. 

Section  602.  Fund  for  ■management  counseling. —  Section  13b  funds 
($27.5  million)  are  to  be  returned  by  the  Federal  Reserve  banks  to  the 
Treasury  which  shall  create  a  special  fund  to  be  used  by  SBA  in 
making  grants  to  States,  State  agencies,  State  development  companies, 
colleges  and  universities  for  studies,  research,  and  counseling  relating 
to  managing,  financing,  and  operating  small-business  concerns.  Only 
one  grant  can  be  made  in  any  one  State  in  any  one  year  and  no  grant 
may  exceed  $40,000. 

TITLE  VII — CRIMINAL  PENALTIES 

Sections  701-705. — Makes  it  a  crime  for  an  officer,  director,  agent,  or 
employee  of  a  small  business  investment  company  to  (a)  make  any 
loans  to  an  examiner  of  such  company,  (6)  receive  a  fee,  gift  or  com¬ 
mission  for  any  transaction  by  the  company  which  is  not  authorized 
in  this  act,  (c)  embezzle  or  willfully  misapply  any  funds  or  securities 
belonging  to  such  company,  and  (d)  make  a  false  entry  or  report  or 
to  make  an  unauthorized  transaction. 

Makes  it  a  crime  for  an  examiner  of  a  small  business  investment 
company  to  accept  a  loan  or  gratuity  from  such  a  company  or  from 
anyone  connected  with  such  company.  Makes  it  a  crime  for  anyone 
to  knowingly  make  any  false  statement  or  report  or  to  willfully  over¬ 
value  any  property  or  securities  for  the  purpose  of  influencing  the 
action  of  a  small  business  investment  company.  Makes  it  a  crime 
for  anyone  to  cause  or  procure  a  small  business  investment  company 
to  charge  or  receive  a  fee  or  gift  not  specifically  authorized  by  law. 


INDIVIDUAL  VIEWS  OF  MR.  CAPEHART,  MR.  BRICKER, 

AND  MR.  BENNETT 


The  proposed  Small  Business  Investment  Act  would  commit  the 
Federal  Government  to  a  new  policy  of  attempting  to  satisfy  the 
capital  needs  of  the  more  than  4  million  small-business  concerns  in 
our  country.  To  accomplish  this  impossible  task,  primary  reliance 
would  be  placed  on  a  new  national  banking  system  consisting  of 
federally  chartered  “small-business  investment  companies.”  The 
responsibility  for  promoting  the  establishment  of  these  unique  com¬ 
panies  would  rest  with  the  Small  Business  Administration. 

Under  the  bill,  any  10  persons  could  form  an  investment  company 
with  the  Government  supplying  one-half  of  the  required  $300,000 
capital.  In  addition,  these  companies  would  be  eligible  for  long-term 
loans  amounting  to  50  percent  of  their  capital  and  surplus,  that  is, 
$150,000.  Thus,  the  Government  would  provide  $2  for  every  $1  of 
private  funds  invested.  To  make  the  inducement  even  more  attrac¬ 
tive,  these  companies  would  be  granted  certain  income-tax  con¬ 
cessions  under  the  Internal  Revenue  Code. 

There  is  no  justification  for  using  the  taxpayers’  money  to  finance 
this  venture  by  the  Federal  Government  into  private  business.  The 
testimony  received  by  the  committee  suggests  that  there  is  a  “gap” 
in  the  long-term-financing  needs  of  small  business.  But  there  is  no 
agreement  as  to  the  extent  of  the  gap — no  one  really  knows,  or  whether 
the  gap  can  be  filled  by  private  lenders  without  resort  to  Federal 
funds.  Furthermore,  no  cogent  reason  has  been  advanced  for  the 
Federal  Government  to  suddenly  rush  in  to  try  to  fill  this  gap. 

The  Board  of  Governors  of  the  Federal  Reserve  System  is  cur¬ 
rently  making  a  study  of  the  financing  needs  of  small  business,  and 
the  first  two  parts  of  the  study  have  been  completed.  It  is  unfortu¬ 
nate  that  the  majority  of  the  committee  could  not  wait  until  the  third 
part  of  the  study  has  been  concluded  before  approving  this  legislation . 
As  William  McChesney  Martin,  Chairman  of  the  Federal  Reserve 
Board,  has  stated,  the  third  part  of  the  study  would  be — 

a  direct  survey  of  the  financial  structure  and  experience  of 
smaller  businesses,  developed  through  a  national  sampling 
approach. 

The  completed  study  will  be  available  next  year  and  would  provide 
valuable  additional  information.  We  should  have  all  the  facts  before 
starting  a  new  program  which  could  well  be  the  first  step  toward  the 
socialization  of  an  important  segment  of  our  free  enterprise  system.. 

The  bill  is  not  only  wrong  in  principle,  but  it  fails  to  provide  any 
real  help  to  small-business  concerns.  The  fact  that  there  has  been 
very  little,  if  any,  correspondence  from  small-business  men  in  support 
of  this  program  would  seem  to  bear  this  out.  The  volume  of  mail 
and  personal  contacts  indicate  that  the  small-business  concerns  are 
far  more  interested  in  extending  the  present  loan  programs  of  the  Small 

19 


20 


SMALL  BUSINESS  INVESTMENT  ACT  OF  1958 


Business  Administration  which  have  already  proven  their  value. 
This  bill  appears  to  be  a  case  where  Government  officials  in  Wash¬ 
ington  have  determined  what  is  best  for  small  business  and  now  will 
try  to  convince  the  small-bushi  ess  concerns  that  the  new  program  is 
needed. 

The  bill  authorizes  the  subsidized  federally  chartered  investment 
companies  to  provide  capital  through  the  purchase  of  debentures  issued 
by  the  small-business  concerns.  To  be  eligible  for  purchase,  these 
debentures  must  be  convertible  into  the  stock  of  the  issuing  concern 
at  a  price  determined  at  the  time  the  debentures  are  issued.  The 
thought  being  that  if  the  business  is  successful,  the  bonds  will  be 
converted  into  stock,  thus  giving  the  investment  companies  a  share 
in  the  profits  of  the  business.  The  Small  Business  Administration 
would  fix  the  interest  rate  and  other  terms  of  the  convertible  deben¬ 
tures  purchased  by  the  investment  companies.  In  order  to  sell  its 
debentures,  the  small-business  concern  would  be  required  to  purchase 
stock  in  the  investment  company  in  an  amount  equal  to  not  less  than 
2  percent,  nor  more  than  5  percent  of  the  amount  of  capital  advanced, 
as  may  be  specified  by  the  SBA.  The  small-business  concern  may 
also  be  required  to  refinance  all  of  its  outstanding  indebtedness  with 
the  investment  company  and  to  agree  that  it  will  not  thereafter  incur 
any  indebtedness  without  the  approval  of  the  company. 

The  reason  most  small-business  men  do  not  issue  common  stocks 
to  obtain  additional  equity  capital  is  the  reluctance  on  their  part  to 
share  the  control  of  the  business  with  outsiders.  This  would  be 
particularly  true  where  a  semigovernmental  company  or  the  Govern¬ 
ment  itself  would  be  a  possible  shareholder. 

In  addition  to  this  basic  reluctance  to  seek  outside  equity  capital, 
another  obstacle  to  small-business  participation  would  be  the  necessity 
for  the  business  concern  to  deal  with  both  the  investment  company 
on  the  local  level  and  the  Small  Business  Administration  in  Washington 
in  order  to  sell  its  debentures.  The  inevitable  delays  that  would 
result  from  this  cumbersome  organizational  setup  would  be  so  time- 
consuming  as  to  discourage  most  applicants  for  assistance.  There¬ 
fore,  it  appears  extremely  likely  that  only  a  very  few  small-business 
concerns  would  desire  to  take  advantage  of  this  feature  of  the  program. 

The  bill  would  also  authorize  the  investment  companies  to  make 
30-year  loans  to  small  businesses.  This  provision  ignores  the  existence 
of  the  present  SBA  program  authorizing  10-year  loans  for  the  same 
purpose.  Certainly,  a  small  business  that  is  not  eligible  for  the 
present  10-year  loans  woidd  not  be  eligible  for  the  new  30-year  loans. 
It  makes  no  economic  sense  for  the  Government  to  subsidize  a  new 
loan  program  to  compete  with  an  existing  loan  program. 

There  are  a  number  of  other  provisions  of  the  bill  that  should  be 
examined  carefully.  The  statement  of  policy  contains  weak  language 
to  the  effect  that  the  act  shall  be  so  administered  that  financial 
assistance  rendered  shall  not  result  in  a  substantial  increase  in  unem¬ 
ployment  in  any  area  of  the  country.  The  purpose  of  this  language 
is  purported  to  be  to  guard  against  “pirating”  of  industry,  but  the 
statement  is  so  vague  as  to  be  almost  meaningless.  The  bill  should 
clearly  state  that  financial  aid  shall  not  be  given  to  assist  an  industry 
in  moving  from  one  part  of  the  country  to  another. 
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In  this  connection,  it  should  also  be  noted  that  there  is  no  prohi¬ 
bition  against  providing  Government  funds  even  though  financial 
assistance  can  be  secured  from  private  sources  on  reasonable  terms. 
Government  funds  should  not  be  used  to  compete  with  private  lenders. 
It  seems  strange  that  the  proponents  of  this  new  program  would 
object  to  such  a  restriction  if,  as  they  say,  private  funds  are  not 
available  to  fill  the  “gap”  in  long-term  financing. 

A  total  of  $250  million  would  be  authorized  to  finance  the  new 
program.  This  appears  to  be  an  excessive  amount  of  money  to  inaugu¬ 
rate  a  new  program  that  the  Chairman  of  the  Federal  Reserve  Board 
suggested  “should  be  approached  experimentally  and  on  a  small 
scale,  *  *  But,  even  worse,  the  proponents  of  the  bill  apparently 
are  not  confident  that  the  program  will  stand  on  its  own  merits,  for 
the  $250  million  is  authorized  to  be  borrowed  directly  from  the 
Treasury  Department,  bypassing  the  usual  appropriations’  procedures. 
Thus,  the  Committees  on  Appropriations  would  not  have  an  oppor¬ 
tunity  to  review  the  program  and  obtain  a  justification  by  the  agency 
for  the  expenditure  of  these  funds.  The  experimental  nature  of  the 
program  would  seem  to  make  a  periodic  congressional  review  impera¬ 
tive.  This  procedure  is,  of  course,  at  variance  with  the  other  SBA- 
loan  programs  which  are  financed  by  regular  appropriations. 

This  bill  should  be  defeated.  In  sum,  it  would  place  the  Federal 
Government  in  the  position  of  undertaking  an  impossible  assignment 
with  unworkable  tools.  It  would  be  a  disservice  to  the  small-business 
concerns  of  our  country  to  present  this  program  as  an  effective  means 
to  meet  their  long-term-financing  problems.  It  would  be  more 
realistic  and  practical  for  the  Congress  to  strengthen  the  existing 
programs  of  the  Small  Business  Administration  rather  than  to  per¬ 
petrate  this  new  intrusion  by  the  Federal  Government  into  private 
business. 

Homer  E.  Capehart. 

John  W.  Bricker. 

Wallace  F.  Bennett. 


INDIVIDUAL  VIEWS  OF  ME.  KOBERTSON 


The  Constitution  of  the  United  States  provides,  in  article  I, 
section  9,  that: 

No  money  shall  be  drawn  from  the  Treasury,  but  in  Con¬ 
sequence  of  Appropriations  made  by  Law;  *  *  * 

This  constitutional  mandate  has  been  implemented  in  both  Houses 
of  Congress  by  the  adoption  of  rules  establishing  the  Standing  Com¬ 
mittees  on  Appropriations.  Ride  XXV  of  the  Standing  Rules  of  the 
Senate  sets  forth  the  jurisdiction  of  the  Committee  on  Appropriations. 
Under  the  rule,  all  proposed  legislation  dealing  with  the  “appropriation 
of  the  revenue  for  the  support  of  the  Government”  must  be  referred 
to  that  committee. 

Basic  legislation  creating  a  new  governmental  activity  is  usually 
considered  by  some  other  committee  than  the  Committee  on  Appro¬ 
priations.  In  order  to  provide  for  the  financing  of  such  new  activities, 
the  basic  legislation  generally  contains  authority  to  obtain  an  appro¬ 
priation  by  language  such  as,  “There  is  hereby  authorized  to  be 
appropriated  for  *  *  *.” 

In  January  1932,  in  the  midst  of  the  depression,  the  Committees 
on  Banking  and  Currency  adopted  a  new  procedure  to  finance  activi¬ 
ties  under  the  Reconstruction  Finance  Corporation  Act.  The  neces¬ 
sary  funds  were  provided  by  authorizing  the  Reconstruction  Finance 
Corporation  to  sell  its  obligations  directly  to  the  Secretary  of  the 
Treasury,  with  the  purchase  of  obligations  being  treated  as  a  public- 
debt  transaction.  By  borrowing  directly  from  the  Treasury  in  this 
manner,  there  was  no  necessity  to  secure  the  approval  of  the  Com¬ 
mittee  on  Appropriations  for  the  expenditure  of  these  funds. 

This  unique  method  of  appropriating  funds  from  the  Treasury  in 
a  legislative  bill  set  a  precedent  and  was  used  from  time  to  time  during 
the  depression  years  and  World  War  II.  Perhaps  this  procedure  can 
be  justified  in  emergency  situations,  but  in  recent  years  this  method 
of  appropriating  in  a  legislative  bill  has  become  increasingly  common¬ 
place.  For  example,  the  bills  reported  this  year  by  the  Senate  Com¬ 
mittee  on  Banking  and  Currency  and  passed  by  the  Senate  have 
authorized  over  $5  billion  in  direct  borrowing  from  the  Treasury. 

The  latest  use  of  this  device  is  found  in  section  202  (a)  of  the  pro¬ 
posed  Small  Business  Investment  Act.  This  provision  authorizes  the 
Small  Business  Administration  to  borrow  a  total  of  $250  million  di¬ 
rectly  from  the  Treasury.  Thus,  although  this  is  supposed  to  be  an 
experimental  program,  there  will  be  no  required  review  by  the  Com¬ 
mittees  on  Appropriations  to  determine  whether  the  experiment  is  a 
success  or  failure.  The  proponents  of  this  program  apparently  are 
unwilling  to  let  this  legislation  stand  on  its  own  merits  and  to  have  the 
expenditure  of  these  funds  justified. 
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It  is  surprising  that  over  the  years  this  procedure  for  authorizing 
direct  borrowing  from  the  Treasury  in  a  legislative  bill  has  not  been 
subject  to  a  point  of  order  in  either  House  of  the  Congress.  It  is 
obvious  that  any  language  in  a  bill  that  orders  the  payment  of  money 
from  the  Treasury  without  the  necessity  of  further  action  by  the 
Congress  is  an  appropriation,  and  the  Senate  rules  require  such  legisla¬ 
tion  to  be  referred  to  the  Committee  on  Appropriations.  The  time 
has  come  when  the  Members  of  the  Senate  must  decide  whether  fur¬ 
ther  violation  of  the  Senate  rules  shall  be  sanctioned.  If  this  practice 
is  permitted  to  continue,  the  Congress  will  soon  find  it  has  lost  effec¬ 
tive  control  over  a  major  portion  of  the  Government’s  expenditures. 

Therefore,  this  statement  is  intended  to  give  notice  that  at  an 
appropriate  time  a  point  of  order  will  be  raised  against  section  202  (a) 
of  this  bill  on  the  ground  that  it  is  an  appropriation  and  the  Committee 
on  Banking  and  Currency  does  not  have  jurisdiction  under  Senate 
rule  XXV  to  report  legislation  embodying  an  appropriation.  In  view 
of  the  importance  of  this  point  of  order  and  the  fact  that  this  ques¬ 
tion  has  never  been  ruled  upon  in  either  House,  a  vote  of  the  Sen¬ 
ate  will  be  requested.  In  the  event  the  Senate  sustains  this  point 
of  order,  I  would  anticipate  no  difficulty  in  waiving  the  rule  by  unani¬ 
mous  consent  if  we  should  face  an  emergency  situation  in  the  future. 

A.  Willis  Robertson. 


INDIVIDUAL  VIEWS  OF  MR.  BUSH 

I  support  the  basic  objective  of  the  proposed  Small  Business 
Investment  Act,  namely,  to  provide  the  assistance  of  the  Federal 
Government  in  filling  a  gap  in  the  structure  of  private  financing  in 
the  United  States  which  deprives  many  small  business  concerns  of 
opportunities  to  obtain  equity  capital  and  equity-type  financing. 

There  are  defects  in  the  bill  as  reported  by  the  committee  which  I 
hope  will  be  corrected  by  amendments  on  the  Senate  floor  or  in 
conference  with  the  House.  Nevertheless,  the  bill  represents  an 
effort,  supported  in  principle  by  the  administration  and  the  Federal 
Reserve  Board,  to  meet  a  problem  which  private  financial  institutions 
have  been  unable  to  solve  by  themselves. 

As  fully  documented  in  the  committee  report,  there  is  widespread 
agreement  among  conservative  students  of  the  problems  of  small 
business  that  the  so-called  “institutional  gap”  exists.  The  principal 
reason  that  small-business  concerns  are  unable  to  obtain  equity  capital 
or  equity-type  financing  through  the  public  security  markets  is  that 
the  cost  involved  in  the  flotation  of  a  security  issue  of  $500,000  or 
less  is  prohibitive.  There  are  other  reasons,  including  lack  of  market 
for  small  issues. 

All  the  facts  presented  to  the  committee  in  its  consideration  of  this 
problem  justify  the  conclusion  reached  by  Chairman  William  McChes- 
ney  Martin  of  the  Federal  Reserve  Board: 

*  *  *  there  is  room  for  a  Government  program  to  foster 
the  flow  or  private  investment  funds  to  small  business  (hear¬ 
ings,  p.  55). 

Of  major  concern  to  me  in  considering  this  bill  has  been  to  find  a 
way  to  prevent  the  use  of  Federal  funds  to  assist  in  the  relocation  of 
small  business  concerns  from  one  area  of  the  country  to  another. 

The  bill  declares  it  is  the  intention  of  Congress  that  S.  3651  shall  be 
so  administered  that  any  financial  assistance — 

shall  not  result  in  a  substantial  increase  of  unemployment  in 
any  area  of  the  country. 

The  meaning  of  this  phrase  is  more  clearly  spelled  out  in  the  com¬ 
mittee  report  in  the  following  language,  inserted  at  my  request : 

It  is  of  no  concern  to  the  committee  whether  State  or  pri¬ 
vate  funds  are  used  to  attract  industry  into  a  partucular 
area,  but  it  is  the  committee’s  intent  that  Federal  funds  shall 
not  be  used  for  such  a  purpose.  Accordingly,  the  committee 
wishes  to  make  it  clear  that  the  Small  Business  Administra¬ 
tion  should  not  provide  any  financial  assistance  under  this 
act  which  may  be  used  to  provide  a  subsidy  to  induce  any 
relocation  of  industry  or  to  assist  any  relocation  of  a  small- 
business  concern  for  other  than  a  sound  business  purpose. 
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This  is  a  distinct,  unmistakable  warning  to  the  Small  Business 
Administration  to  examine  carefully  each  application  for  financial 
assistance  to  determine  whether  the  Federal  funds  to  be  provided 
could  possibly  be  used  for  so-called  “pirating”  of  industry.  If  that 
possibility  exists,  the  SBA  is  admonished  to  deny  the  application. 

The  distinguished  junior  Senator  from  Virginia  (Mr.  Robertson) 
forcefully  presented  to  the  committee  the  dangers  involved  in  the 
proposed  financing  of  the  program  by  a  “pipeline”  to  the  Treasury 
instead  of  the  normal  appropriation  processes.  I  agree  with  him  that 
in  the  development  of  an  experimental  program  of  this  kind  there 
is  need  for  periodic  review  by  the  Committees  on  Appropriations,  and 
I  will  support  on  the  floor,  as  I  did  in  committee,  an  amendment  to 
require  appropriation  of  the  $250  million  needed  and  to  strike  out  the 
authorization  to  borrow  directly  from  the  Treasury. 

Another  objectionable  feature  of  the  bill  is  the  authorization  to 
make  30-year  loans  to  small-business  concerns.  As  Chairman  Martin 
of  the  Federal  Reserve  Board  pointed  out  to  the  committee: 

Since  the  profit  and  loss  hazards  of  small  business  opera¬ 
tions  run  high,  10-year  debt  of  such  enterprises  is  long-term 
(hearings,  p.  54). 

Under  existing  law,  the  SBA  is  authorized  to  make  10-year  loans, 
renewable  under  some  circumstances  for  another  10  years,  or  a  total 
term  of  20  years.  I  see  no  justification  for  establishing  a  competing 
loan  program,  with  greater  risks  to  the  Government,  within  the  same 
agency. 

Another  defect  which  should  be  corrected  is  the  provision  that  the 
proposed  Small  Business  Investment  Division  within  the  Small  Busi¬ 
ness  Administration  shall  be  headed  by  a  Deputy  Administrator 
appointed  by  the  President  and  confirmed  by  the  Senate.  This  would 
create  administrative  problems  which  should  not  be  imposed  upon 
the  Administrator  of  the  Small  Business  Administration,  who  will 
bear  the  ultimate  responsibility  for  the  operations  of  the  new  Division. 
The  new  deputy  should  be  appointed  by  the  Administrator  as  are  the 
present  three  deputies  who  head  existing  divisions  within  the  SBA. 

If  these  and  other  defects  in  the  bill  are  corrected,  I  believe  that 
the  Senate  will,  by  passing  S.  3651,  provide  long-needed  assistance  to 
the  small-business  concerns  which  are  of  such  great  importance  in 
the  national  economy. 


Prescott  Bush. 


CHANGES  IN  EXISTING  LAW 


In  compliance  with  subsection  (4)  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as  re¬ 
ported,  are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing 
law  in  which  no  change  is  proposed  is  shown  in  roman) : 

SECURITIES  ACT  OF  1933 

5jc  *  %  *  * 

EXEMPTED  SECURITIES 

Sec.  3.  *  *  * 

******* 

(c)  The  Commission  may  from  time  to  time  by  its  rules  and  regulations 
and  subject  to  such  terms  and  conditions  as  may  be  prescribed  therein, 
add  to  the  securities  exempted  as  provided  in  this  section  any  class  of 
securities  issued  by  a  small  business  investment  company  under  the  Small 
Business  Investment  Act  of  1958  if  it  finds,  having  regard  to  the  purposes 
of  that  Act,  that  the  enforcement  of  this  Act  with  respect  to  such  securities 
is  not  necessary  in  the  public  interest  and  for  the  protection  of  investors. 


TRUST  INDENTURE  ACT  OF  1939 

******* 

EXEMPTED  SECURITIES  AND  TRANSACTIONS 

Sec.  304.  *  *  * 

*  *  *  *  *  *  * 

(e)  The  Commission  may  from  time  to  time  by  its  rules  and  regulations, 
and  subject  to  such  terms  and  conditions  as  may  be  prescribed  herein, 
add  to  the  securities  exempted  as  provided  in  this  section  any  class  of 
securities  issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  it  finds,  having  regard  to 
the  purposes  of  that  Act,  that  the  enforcement  of  this  Act  with  respect 
to  such  securities  it  is  not  necessary  in  the  public  interest  and  for  the 
protection  of  investors. 


INVESTMENT  COMPANY  ACT  OF  1940 

******* 

CAPITAL  STRUCTURE 

Sec.  18.  *  *  * 

$  sfe  $  $  j|e  $  $ 

(k)  The  provisions  of  subparagraphs  (A)  and  (B)  of  paragraph  ( 1 ) 
of  subsection  (a)  of  this  section  shall  not  apply  to  investment  companies 
operating  under  the  Small  Business  Investment  Act  of  1958. 
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INTERNAL  REVENUE  CODE  OF  1954 

******* 

Sec.  165.  Losses. 

******* 

(h)  Cross  references. 

(1)  For  special  rule  for  banks  with  respect  to  worthless  securities  see 
section  582. 

(2)  For  disallowance  of  deduction  for  worthlessness  of  securities  to 
which  subsection  (g)  (2)  (C)  applies,  if  issued  by  a  political  party  or 
similar  organization,  see  section  271. 

( 3 )  For  special  rules  for  losses  on  stock  in  a  small  business  investment 
company,  see  section  1242. 

(4)  For  special  rule  for  losses  of  a  small  business  investment  company , 
see  section  1243. 

******* 

Sec.  243.  Dividends  received  by  corporations. 

(a)  General  rule.  In  the  case  of  a  corporation  ( other  than  a 
small  business  investment  company  operating  under  the  Small  Business 
Investment  Act  of  1958),  there  shall  be  allowed  as  a  deduction  an 
amount  equal  to  85  percent  of  the  amount  received  as  dividends 
(other  than  dividends  described  in  paragraph  (1)  of  section  244, 
relating  to  dividends  on  the  preferred  stock  of  a  public  utility)  from 
a  domestic  corporation  which  is  subject  to  taxation  under  this  chapter. 

(c)  Small  Business  Investment  Company. — In  the  case  of  a  small 
business  investment  company,  there  shall  be  allowed  as  a  deduction  an 
amount  equal  to  100  percent  of  the  amount  received  as  dividends  ( other 
than  dividends  described  in  paragraph  ( 1 )  of  section  244,  relating  to 
dividends  on  preferred  stock  of  a  public  utility)  from  a  domestic  corpora¬ 
tion  which  is  subject  to  taxation  under  this  chapter. 

Sec.  246.  Rules  applying  to  deductions  for  dividends  received. 

(b)  Limitation  on  aggregate  amount  of  deductions. — 

(1)  General  rule. — Except  as  provided  in  paragraph  (2),  the 
aggregate  amount  of  the  deductions  allowed  by  sections  243  (a)  and 
(b),  244,  and  245  shall  not  exceed  85  percent  of  the  taxable  income 
computed  without  regard  to  the  deductions  allowed  by  sections  172, 
243  (a)  and  ( b ),  244,  245,  and  247. 

Sec.  1242.  Losses  on  small  business  investment  company  stock. 

In  the  case  of  a  taxpayer  if — 

( 1 )  A  loss  is  on  stock  in  a  small  business  investment  company 
operating  under  the  Small  Business  Investment  Act  of  1958,  arid 

(2)  Such  loss  would  {but  for  this  section)  be  treated  as  a  loss  from 
the  sale  or  exchange  of  a  capital  asset, 

then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or  exchange  of  an 
asset  which  is  not  a  capital  asset. 
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Sec.  1243.  Loss  of  small  business  investment  company. 

In  the  case  of  a  small  business  investment  company,  if — 

(. 1 )  A  loss  is  on  convertible  debentures  ( including  stock  received 
pursuant  to  the  conversion  privilege)  acquired  pursuant  to  section 
304  of  the  Small  Business  Investment  Act  of  1958,  and 

{8}  Such  loss  would  ( but  for  this  section)  be  treated  as  a  loss  from 
the  sale  or  exchange  of  a  capital  asset, 
then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or  exchange  of  an 
asset  which  is  not  a  capital  asset. 


FEDERAL  RESERVE  ACT 

Sec.  13.  *  *  * 

*  *  *  *  *  *  *  £■ 

[b.  (a)  In  exceptional  circumstances,  when  it  appears  to  the  satis-  ^ 

faction  of  a  Federal  Reserve  bank  that  an  established  industrial  or 
commercial  business  located  in  its  district  is  unable  to  obtain  requisite 
financial  assistance  on  a  reasonable  basis  from  the  usual  sources,  the 
Federal  Reserve  bank,  pursuant  to  authority  granted  by  the  Board 
of  Governors  of  the  Federal  Reserve  System,  may  make  loans  to, 
or  purchase  obligations  of,  such  business,  or  may  make  commitments 
with  respect  thereto,  on  a  reasonable  and  sound  basis,  for  the  purpose 
of  providing  it  with  working  capital,  but  no  obligation  shall  be  acquired 
or  commitment  made  hereunder  with  a  maturity  exceeding  five  years. 

[(b)  Each  Federal  Reserve  bank  shall  also  have  power  to  discount 
for,  or  purchase  from,  any  bank,  trust  company,  mortgage  company, 
credit  corporation  for  industry,  or  other  financing  institution  operating 
in  its  district,  obligations  having  maturities  not  exceeding  five  years, 
entered  into  for  the  purpose  of  obtaining  working  capital  for  any  such 
established  industrial  or  commercial  business;  to  make  loans  or 
advances  direct  to  any  such  financing  institution  on  the  security  of 
such  obligations;  and  to  make  commitments  with  regard  to  such 
discount  or  purchase  of  obligations  or  with  respect  to  such  loans  or 
advances  on  the  security  thereof,  including  commitments  made  in  M 
advance  of  the  actual  undertaking  of  such  obligations.  Each  such  ^ 
financing  institution  shall  obligate  itself  to  the  satisfaction  of  the 
Federal  Reserve  bank  for  at  least  20  per  centum  of  any  loss  which 
may  be  sustained  by  such  bank  upon  any  of  the  obligations  acquired 
from  such  financing  institution,  the  existence  and  amount  of  any  such 
loss  to  be  determined  in  accordance  with  regulations  of  the  Board  of 
Governors  of  the  Federal  Reserve  System:  Provided,  That  in  lieu  of 
such  obligation  against  loss  any  such  financing  institution  may 
advance  at  least  20  per  centum  of  such  working  capital  for  any 
established  industrial  or  commercial  business  without  obligating 
itself  to  the  Federal  Reserve  bank  against  loss  on  the  amount  advanced 
by  the  Federal  Reserve  bank:  Provided,  however,  That  such  advances 
by  the  financing  institution  and  the  Federal  Reserve  bank  shall  be 
considered  as  one  advance,  and  repayment  shall  be  made  pro  rata 
under  such  regulations  as  the  Board  of  Governors  of  the  Federal 
Reserve  System  may  prescribe. 
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[(c)  The  aggregate  amount  of  loans,  advances,  and  commitments 
of  the  Federal  Reserve  banks  outstanding  under  this  section  at  any 
one  time,  plus  the  amount  of  purchases  and  discounts  under  this 
section  held  at  the  same  time,  shall  not  exceed  the  combined  surplus 
of  the  Federal  Reserve  banks  as  of  July  1,  1934,  plus  all  amounts 
paid  to  the  Federal  Reserve  banks  by  the  Secretary  of  the  Treasury 
under  subsection  (e)  of  this  section,  and  all  operations  of  the  Federal 
Reserve  banks  under  this  section  shall  be  subject  to  such  regulations 
as  the  Board  of  Governors  of  the  Federal  Reserve  System  may 
prescribe. 

[(d)  For  the  purpose  of  aiding  the  Federal  Reserve  banks  in  carry¬ 
ing  out  the  provisions  of  this  section,  there  is  established  in  each 
Federal  Reserve  district  an  industrial  advisory  committee,  to  be  ap¬ 
pointed  by  the  Federal  Reserve  bank  subject  to  the  approval  and 
regulations  of  the  Board  of  Governors  of  the  Federal  Reserve  S3^stem, 
and  to  be  composed  of  not  less  than  three  nor  more  than  five  members 
as  determined  by  the  Board  of  Governors  of  the  Federal  Reserve 
System.  Each  member  of  such  committee  shall  be  actively  engaged 
in  some  industrial  pursuit  within  the  Federal  Reserve  district  in  which 
the  committee  is  established,  and  each  such  member  shall  serve  with¬ 
out  compensation  but  shall  be  entitled  to  receive  from  the  Federal 
Reserve  bank  of  such  district  his  necessary  expenses  while  engaged  in 
the  business  of  the  committee,  or  a  per  diem  allowance  in  lieu  thereof 
to  be  fixed  by  the  Board  of  Governors  of  the  Federal  Reserve  System. 
Each  application  for  any  such  loan,  advance,  purchase,  discount,  or 
commitment  shall  be  submitted  to  the  appropriate  committee  and, 
after  an  examination  by  it  of  the  business  with  respect  to  which  the 
application  is  made,  the  application  shall  be  transmitted  to  the 
Federal  Reserve  bank,  together  with  the  recommendation  of  the 
committee. 

[(e)  In  order  to  enable  the  Federal  Reserve  banks  to  make  the 
loans,  discounts,  advances,  purchases,  and  commitments  provided  for 
in  this  section,  the  Secretary  of  the  Treasury,  on  and  after  June  19, 
1934,  is  authorized,  under  such  rules  and  regulations  as  he  shall  pre¬ 
scribe,  to  pay  to  each  Federal  Reserve  bank  not  to  exceed  such  portion 
of  the  sum  of  $139,299,557  as  may  be  represented  by  the  amount  paid 
by  each  Federal  Reserve  bank  for  stock  of  the  Federal  Deposit  Insur¬ 
ance  Corporation,  upon  the  execution  by  each  Federal  Reserve  bank 
of  its  agreement  (to  be  endorsed  on  the  certificate  of  such  stock)  to 
hold  such  stock  unencumbered  and  to  pay  to  the  United  States  all 
dividends,  all  payments  on  liquidation,  and  all  other  proceeds  of  such 
stock,  for  which  dividends,  payments,  and  proceeds  the  United  States 
shall  be  secured  by  such  stock  itself  up  to  the  total  amount  paid  to 
each  Federal  Reserve  bank  by  the  Secretary  of  the  Treasury  under 
this  section.  Each  Federal  Reserve  bank,  in  addition,  shall  agree  that, 
in  the  event  such  dividends,  payments,  and  other  proceeds  in  any 
calendar  year  do  not  aggregate  2  per  centum  of  the  total  payment 
made  by  the  Secretary  of  the  Treasury,  under  this  section,  it  will  pay 
to  the  United  States  in  such  year  such  further  amount,  if  any,  up  to 
2  per  centum  of  the  said  total  payment,  as  shall  be  covered  by  the 
net  earnings  of  the  bank  for  that  year  derived  from  the  use  of  the  sum 
so  paid  by  the  Secretary  of  the  Treasury,  and  that  for  said  amount  so 
due  the  United  States  shall  have  a  first  claim  against  such  earnings 
and  stock,  and  further  that  it  will  continue  such  payments  until  the 
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final  liquidation  of  said  stock  by  the  Federal  Deposit  Insurance  Cor¬ 
poration.  The  sum  so  paid  to  each  Federal  Reserve  bank  within  the 
meaning  of  this  section.  All  amounts  required  to  be  expended  by  the 
Secretary  of  the  Treasury  in  order  to  carry  out  the  provisions  of  this 
section  shall  be  paid  out  of  the  miscellaneous  receipts  of  the  Treasury 
created  by  the  increment  resulting  from  the  reduction  of  the  weight 
of  the  gold  dollar  under  the  President’s  proclamation  of  January  31, 
1934;  and  there  is  appropriated,  out  of  such  receipts,  such  sum  as  shall 
be  required  for  such  purpose.] 


SMALL  BUSINESS  ACT  OF  1953 

******* 

Sec.  207.  *  *  * 

******* 

(c)  The  Administration  also  is  empowered  to  make  grants  to  any  State 
government,  or  any  agency  thereof,  State  chartered  development  credit  or 
finance  corporations,  land-grant  colleges  and  universities,  and  colleges  and 
schools  of  business,  engineering,  commerce,  or  agricultural  studies, 
research,  and  counseling  concerning  the  managing,  financing,  and  opera¬ 
tion  of  small-business  enterprises  and  technical  and  statistical  informa¬ 
tion  necessary  thereto  in  order  to  carry  out  the  purposes  of  subsection  (b) 
(4)  of  this  section  by  coordinating  such  information  with  existing  informa¬ 
tion  facilities  within  the  State  and  by  making  such  information  available 
to  State  and  local  agencies.  Only  one  such  grant  shall  be  made  within 
any  one  State  in  any  one  year,  and  no  such  grant  shall  exceed  an  aggregate 
amount  of  $40,000.  Such  grants  shall  be  made  from  the  fund  established 
in  the  Treasury  by  section  602  (b)  of  the  Small  Business  Investment 
Act  of  1958. 


TITLE  18,  UNITED  STATES  CODE 

Crimes  and  Criminal  Procedure 
******* 

Sec.  217.  Offer  of  loan  or  gratuity  to  bank  examiner. 

Whoever,  being  an  officer,  director  or  employee  of  a  bank  which 
is  a  member  of  the  Federal  Reserve  System  or  the  deposits  of  which 
are  insured  by  the  Federal  Deposit  Insurance  Corporation,  or  of  any 
National  Agricultural  Credit  Corporation,  or  of  any  land  bank, 
national  farm  loan  association  or  other  institution  subject  to  exami¬ 
nation  by  a  farm  credit  examiner,  or  of  any  small  business  investment 
company,  makes  or  grants  any  loan  or  gratuity,  to  any  examiner  or 
assistant  examiner  who  examines  or  has  authority  to  examine  such 
bank,  corporation,  or  institution,  shall  be  fined  not  more  than  $5,000 
or  imprisoned  not  more  than  one  year,  or  both;  and  may  be  fined  a 
further  sum  equal  to  the  money  so  loaned  or  gratuity  given. 

The  provisions  of  this  section  and  section  218  of  this  title  shall 
apply  to  all  public  examiners  and  assistant  examiners  who  examine 
member  banks  of  the  Federal  Reserve  System  or  insured  banks,  or 
National  Agricultural  Credit  Corporations,  whether  appointed  by  the 
Comptroller  of  the  Currency,  by  the  Board  of  Governors  of  the  Federal 
Reserve  System,  by  a  Federal  Reserve  Agent,  by  a  Federal  Reserve 
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bank  or  by  the  Federal  Deposit  Insurance  Corporation,  or  appointed 


or  elected  under  the  laws  of  any  state;  but  sha 
examiners  or  assistant  examiners  employed  on' 
association  or  by  the  directors  of  a  bank. 


1  not  apply  to  private 
y  by  a  clearing-house 


Sec.  218.  Acceptance  of  loan  or  gratuity  by  bank  examiner. 

Whoever,  being  an  examiner  or  assistant  examiner  of  member  banks 
of  the  Federal  Reserve  System  or  banks  the  deposit  of  which  are  in¬ 
sured  by  the  Federal  Deposit  Insurance  Corporation,  or  a  farm  credit 
examiner  or  examiner  of  National  Agricultural  Credit  Corporations, 
or  an  examiner  of  small  business  investment  companies,  accepts  a  loan 
or  gratuity  from  any  bank,  corporation,  association  or  organization 
examined  by  him  or  from  any  person  connected  therewith,  shall  be 
fined  not  more  than  $5,000  or  imprisoned  not  more  than  one  year,  or 
both;  and  may  be  fined  a  further  sum  equal  to  the  money  so  loaned 
or  gratuity  given,  and  shall  be  disqualified  from  holding  office  as  such 
examiner. 

******* 


Sec.  221.  Receipt  or  charge  of  commissions  or  gifts  for  [farm  loan 
or  land  bank]  farm  loan,  land  bank,  or  small  business 
transactions. 

Whoever,  being  an  officer,  director,  attorney,  or  employee  of  a 
national  farm  loan  association,  a  Federal  land  bank,  or  a  joint-stock 
land  bank,  organized  or  acting  under  authority  of  any  law  of  the 
United  States,  or  a  small  business  investment  company,  is  a  beneficiary 
of  or  receives,  directly  or  indirectly,  any  fee,  commission,  gift,  or  other 
consideration  for  or  in  connection  with  any  transaction  or  business  of 
such  association  or  bank,  other  than  the  usual  salary  or  director’s  fee 
paid  to  such  officer,  director,  or  employee  thereof,  and  a  reasonable 
fee  paid  by  such  association  or  bank  to  such  officer,  director,  attorney, 
or  employee  for  services  rendered,  shall  be  fined  not  more  than  $5,000 
or  imprisoned  not  more  than  one  year,  or  both. 

Whoever  causes  or  procures  any  Federal  land  bank,  joint-stock 
land  bank  or  national  farm  loan  association,  organized  under  any 
Act  of  Congress,  or  any  small  business  investment  company,  to  charge 
or  receive  any  fee,  commission,  bonus,  gift,  or  other  consideration  not 
)  specifically  authorized,  shall  be  fined  not  more  than  $5,000  or  im¬ 
prisoned  not  more  than  one  year,  or  both. 


Sec.  657.  Lending,  credit  and  insurance  institutions. 

Whoever,  being  an  officer,  agent  or  employee  of  or  connected  in 
any  capacity  with  the  Reconstruction  Finance  Corporation,  Federal 
Deposit  Insurance  Corporation,  Home  Owners’  Loan  Corporation, 
Farm  Credit  Administration,  Federal  Housing  Administration,  Federal 
Farm  Mortgage  Corporation,  Federal  Crop  Insurance  Corporation, 
Farmers’  Home  Corporation,  the  Secretary  of  Agriculture  acting 
through  the  Farmers’  Home  Administration,  or  any  land  bank,  inter¬ 
mediate  credit  bank,  bank  for  cooperatives  or  any  lending,  mortgage, 
insurance,  credit  or  savings  and  loan  corporation  or  association  au¬ 
thorized  or  acting  under  the  laws  of  the  United  States  or  any  institu¬ 
tion  the  accounts  of  which  are  insured  by  the  Federal  Savings  and 
Loan  Insurance  Corporation,  or  any  small  business  investment  company, 
and  whoever,  being  a  receiver  of  any  such  institution,  or  agent  or 
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employee  of  the  receiver,  embezzles,  abstracts,  purloins  or  willfully 
misapplies  any  moneys,  funds,  credits,  securities  or  other  things  of 
value  belonging  to  such  institution,  or  pledged  or  otherwise  intrusted 
to  its  care,  shall  be  fined  not  more  than  $5,000  or  imprisoned  not  more 
than  five  years,  or  both;  but  if  the  amount  or  value  embezzled,  ab¬ 
stracted,  purloined  or  misapplied  does  not  exceed  $100,  he  shall  be 
fined  not  more  than  $1,000  or  imprisoned  not  more  than  one  year,  or 
both. 

******* 

Sec.  1006.  Federal  credit  institution  entries,  reports  and  transactions. 

Whoever,  being  an  officer,  agent  or  employee  of  or  connected  in 
any  capacity  with  the  Reconstruction  Finance  Corporation,  Federal 
Deposit  Insurance  Corporation,  Home  Owners’  Loan  Corporation, 
Farm  Credit  Administration,  Federal  Housing  Administration,  Federal 
Farm  Mortgage  Corporation,  Federal  Crop  Insurance  Corporation, 
Farmers’  Home  Corporation,  the  Secretary  of  Agriculture  acting 
through  the  Farmers’  Home  Administration,  or  any  land  bank,  inter¬ 
mediate  credit  bank,  bank  for  cooperatives  or  any  lending,  mortgage, 
insurance,  credit  or  savings  and  loan  corporation  or  association  author¬ 
ized  or  acting  under  the  laws  of  the  United  States  or  any  institution 
the  accounts  of  which  are  insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation,  or  any  small  business  investment  company, 
with  intent  to  defraud  any  such  institution  or  any  other  company, 
body  politic  or  corporate,  or  any  individual,  or  to  deceive  any  officer, 
auditor,  examiner  or  agent  of  any  such  institution  or  of  department 
or  agency  of  the  United  States,  makes  any  false  entry  in  any  book, 
report  or  statement  of  or  to  any  such  institution,  or  without  being 
duly  authorized,  draws  any  order  or  bill  of  exchange,  makes  any 
acceptance,  or  issues,  puts  forth  or  assigns  any  note,  debenture,  bond 
or  other  obligation,  or  draft,  bill  of  exchange,  mortgage,  judgment, 
of  decree,  or,  with  intent  to  defraud  the  United  States  or  any  agency 
thereof,  or  any  corporation,  institution,  or  association  referred  to  in 
this  section,  participates  or  shares  in  or  receives  directly  or  indirectly 
any  money,  profit,  property,  or  benefits  through  any  transaction, 
loan,  commission,  contract,  or  any  other  act  of  any  such  corporation, 
institution,  or  association,  shall  be  fined  not  more  than  $10,000  or 
imprisoned  not  more  than  five  years,  or  both. 

*  *  *  *  *  *  * 

Sec.  1014.  Loan  and  credit  applications  generally;  renewals  and  dis¬ 
counts;  crop  insurance. 

Whoever  knowingly  makes  any  false  statement  or  report,  or  willfully 
overvalues  any  land,  property  or  security,  for  the  purpose  of  influenc¬ 
ing  in  any  way  the  action  of  the  Reconstruction  Finance  Corporation, 
Farm  Credit  Administration,  Federal  Crop  Insurance  Corporation, 
Farmers’  Home  Corporation,  the  Secretary  of  Agriculture  acting 
through  the  Farmers’  Home  Administration,  any  Federal  intermediate 
credit  bank,  or  the  Federal  Farm  Mortgage  Corporation,  or  any  divi¬ 
sion  officer,  or  employee  thereof,  or  of  any  corporation  organized  under 
sections  1131-1134m  of  title  12,  or  of  any  regional  agricultural  credit 
corporation  established  pursuant  to  law,  or  of  the  National  Agricul- 
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tural  Credit  Corporation,  a  Federal  Home  Loan  Bank,  the  Federal 
Home  Loan  Bank  Board,  the  Home  Owners’  Loan  Corporation,  a 
Federal  Savings  and  Loan  Association,  a  Federal  land  bank,  a  joint- 
stock  land  bank,  a  National  farm  loan  association,  or  of  a  Federal 
Reserve  Bank,  or  of  a  small  business  investment  company ,  upon  any 
application,  advance,  discount,  purchase,  purchase  agreement,  repur¬ 
chase  agreement,  commitment,  or  loan,  or  any  change  or  extension  of 
any  of  the  same,  by  renewal,  deferment  of  action  or  otherwise,  or  the 
acceptance,  release,  or  substitution  of  security  therefor,  shall  be 
fined  not  more  than  $5,000  or  imprisoned  not  more  than  two  years, 
or  both. 


< 
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85th  CONGRESS 
2d  Session 


Calendar  No.  1 683 

S.  3651 

[Report  No.  1652] 


IN  THE  SENATE  OE  THE  UNITED  STATES 

April  21, 1958 

Mr.  Johnson  of  Texas  (for  himself,  Mr.  Fulbright,  Mr.  Sparkman,  Mr.  Clark, 
Mr.  Proxmire,  Mr.  Hill,  Mr.  O’Mahoney,  Mr.  Humphrey,  Mr.  Beall,  Mr. 
Case  of  New  Jersey,  Mr.  Payne,  Mr.  Stennis,  and  Mr.  Langer)  introduced 
the  following  bill ;  which  was  read  twice  and  referred  to  the  Committee  on 
Banking  and  Currency 

June  4, 1958 

Reported  by  Mr.  Clark,  with  an  amendment 
[Strike  out  all  after  the  enacting  clause  and  insert  the  part  printed  in  italic] 


A  BILL 

To  make  equity  capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa - 

2  tives  of  the  United  States  of  America  in  Congress  assembled , 

3  TITLE  I  -  SHORT  TITLE,  STATEMENT  OE  EUL- 

4  LOSE,  AND  DEFINITIONS 

5  SHORT  TiTtB 

6  SeOt  40L  This  Aety  divided  into  titles  and  sections 

7  according  to  the  following  table  of  contents,  may  he  cited  as 

8  the  ■■■‘Small  -Business  Investment  Administration  Act  of 

9  4-958”. 
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TAB-LF  OF  CONTEND 

Title  I — Short  T itle^  Statement  op  PoEie-v-;  anb  Deeinitions 
See-  WE  Short  titler 

Seer  WE  Dcfinitionsr 

Title  H — Smale  Business  Policy  Board 
Seer  WE  Establishment  el  Board. 

Titi-e  HI — Small  -Business  Investment  Ai > > ; -in i-sti t  at  i  u n 

Seer  WE  Organization  el  Small  Business  Investment  Administration. 
SeerWSr  Administrator- 
Seer  WE  Powers  el  Administratorr 

Seer  WE  Deposit  el  funds  and  ervU-serviee  contributions. 

OAK 

Qpr>  5>Qfi_ 

OCA“.  OT7T77 

Title  IA — Smal-e  Business  Investment  Companies 

Seer  4QE  Organization  ef  small  business  investment-  eompaniesr 
See-  40A  Capital-stock  provisions. 

SeerWE  Borrowing  power: 

Seer  40E  Provision  ef  equity  capital  fee  small- business  eoneernsr 
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Seer  400  Aggregate  limitations. 

SeerfOE  Exemptions. 

Seer40E  Tan  provisions- 
Seer4Wr  Miscellaneous. 

-Title  A — Conversion  oe  State  OtiAitrEftED  -Investment  Companies 

■Title  AT — State  and  Local  Development  Co-m-p-a-n-ibs 

Title  AH — Changes  in  F edehal  Beserve  Authority 

Seer  WE  Bepeal  ef  section  40b  ef  Federal  Beserve  AeE 
SernWOr  Bo  turn  ef  funds  to  Treasury- 

Seer  WE  Authority  to  self  assets  to  small  business  investment  eonvpanics. 
Title  VIII — Criminal  Penalties 

1  STATEMENT  OE  PDIdC-Y 

2  Sec.-  TOSt  ft  is  declare  d  to  fee  the  policy  ei  tite  Congress 

3  and  the  purpose  el  bins  Aeb  bo  improve  and  stimulate  The 

4  Rational  economy  m  general  and  tfee  small-business  segment 

5  thereof  in  partiealar  fey  establishing  a  program  to 
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and  supplement  the  flew  el  private  equity  eapital  and  long- 
term  lean  lands  which  small-business  concerns  need  for  the 


sound  flouncing  el  their 
growth,  espansionj  mid 


operations  and  lor  their 


DEFINITIONS 

Sec.  403t  -(a)-  As  used  in  this  Act — 

-fh)-  the  term  “Board”  means  the  Small  -Business 
Policy  Board  established  by  section  204~j 

-(B)-  the  term  Administration’ ■  means  the  Small 
Business  Investment  Administration  established  by 

-(B)-  the  term  “Administrator”  means  the  Adminis¬ 
trator  ol  the  Small  Business  Investment  Administration 
as  provided  in  section  302 ; 

-f4)-  the  term  “eompany-”  means  a  small  business 
investment  eompany  organized  as  provided  in  title  lAy 
-{-§)-  the  term  “United  States”  means  the  several 
States^  the  Territories  ol  Alaska  and  Ilawaig  the  Dis¬ 
trict  ol  Columbia?  and  the  Commonwealth  ol  -Puerto 
Bico-;- 

-(0)-  the  term  “small-business  coneern”  means  a 
business  eeneern7  incorporated  or  unincorporated?  which 
is  not  dominant  in  a  well-established  industry  or  line  ol 


business,  and  which  meets  the  more  detailed  standards 
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and  criteria  prescribed  fey  tee  Board  under  section 

fee}-  tire  term  investment  companiete  means  in¬ 
vestment  compames  as  defined  in  section  9  of  tee  fen- 
vestment-  Company  Aet  oi  -1-940  whieh  are  subject  to 
tfee  provisions  of  teat  A-et;  and 

-(8)-  tfee  term  ifeate  and  local  development  com¬ 
pames”  means  enterprises  incorporated  under  State  law 
with  tfee  authority  to  promote  and  assist  the  growth 
and  development  of  small  business  concerns  in  the  areas 
covered  fey  thch  operations. 

White  fefe— SMALL  BDSWESS  PQDIDY-  BOARD 

SttOr  tetfer  There  is  hereby  created  tee  Small  Business 
Policy  Boards  which  shall  consist  of  tfee  following  members,- 
all  ev  officio-7  The  Secretary  of  the  -Treasury,  tee  Secretary 
of  Commerce,  the  Administrator  of  tfee  Small  Business 
Administration,  and  tfee  Administrator  of  tfee  Small  -Business 
Investment  Administration.  Tfee  President,  shall  rotate  tfee 
chairmanship  of  tfee  Board  once  each  year  between  tfee  Small 
Business  Administrator  and  tfee  Small  Business  Investment 
Administrator.  Either  of  tfee  said  Secretaries  may  designate 
an  officer  of  feis  -Depart  m  on tT  who  feas  been  appointed  by 
tfee  President  fey  and  with  tfee  adviee  and  consent  of  tfee 
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Senate, ■  to  act  in  his  stead  as  a  member  of  the  -Board  with 
respect  to  any  matter  or  matters. 

functions  of  the  board 


8e€t  Sthb  -(a)-  The  Board  shad  establish  general  pol¬ 
icies  -(-particularly  with  reference  to  the  pahde  interest  in- 

eations  for  financial  assistance  by  the  Small  Business 
Administration  and  the  Small  Business  Investment  Admin 
istration. 


-(b)-  The  Board  shad  coordinate  the  activities  of  the 
Small  Business  Administration  and  the  Small  Business  In¬ 
vestment  Administration,  and  shad  coordinate  their  activities 
with  other  activities  and  polieies  of  the  Oovemmcnb 

-(e)-  As  soon  as  practicable  after  the  date  of  the  enact¬ 
ment  of  this  Aety  the  Board  shad  prescribe  detailed  standards 
and  criteria  for  the  definition  or  definitions  of  the  term 
■“small  business  concern”,  as  used  in  this  Act  and  in  the 
Small  Business  Aet  of  1953,  as  amende dy  which  standards 
and  criteria  may  be  based  upeny  hut  shad  not  be  limited  toy 
sued  things  as  number  of  employees,  assets^  volume  of  salesy 
and  other  factors  related  to  the  concem-s  relative  position  in 
its  industry  or  line  of  businessr 

-(d)-  The  Board  shad  promulgate  standards  to  deter¬ 
mine  the  eligibility  of  small  business  concerns  for  the  assist- 
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anee  provided  fey  this  Act  and  fey  the  Small  Business  Aet 
el  -1953,  as  amended,  In  promulgating-  seek  standards; 
which  may  differ  according  to  the  type  el  assistance  involved 
and  any  other  relevant  laeters;  the  Board  shall  give  een- 


-(4-)-  the  need  to  promote  the  development  and 
growth  el  small  business  eeneerns  se  as  te  enable  them 
te  make  their  mam-mum  eentrifeution  te 


investment  and  employment  and  te  the  economic  stability 
and  growth  el  the  Aatien-j 

-(A)-  the  need  te  make  capital  ler  sneh  eeneerns 
mere  readily  avail  able  in  adefjuate  amounts  and  en  rea¬ 
sonable  terms-; 

(-Q  1:1.1  ry  n r>orl  Ia  f o  m  1 1 ho  fci  mo\  i n i  >  i 
>  >1  TiTt,  xitTtrtt  tTtr  ntunttecru  liiltx  lrixiiii  1 

el  private  financial  institutions  and  investors  in 
mg  these  concerns ;  and 

-fh)-  the  need  te  supplement  the  existing  facilities  el 
banks  and  ether  private  financial  institutions  through  the 
el  assistance  provided  under  this  Aetv 


-(e)-  Section  203  el  the  Small  Business  Aet  el  4953 >  as 
amended,  is  hereby  amended  te  read  as  follows^ 

AFer  the  purposes  el  this  title;  a  small-business  concern 
means  a  business  eoneenp  ineerperated  er  unincorporated, 

i ci  a!  rl  Ain ivifiTif  in  n  ill  ol  i  m  rl  n  of  nr  lino 

Vv  111411  Jo  1 1 U t  LlUlIllllcLll t  111  tt  W  U-IA  Lo Itirillolim  11  ll_L  14 oil  y  U1  1 1114 
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el  business?  and  -which  meets  tfee  mere  detailed  standards  and 
criteria  prcseribed  fey  tfee  Small  Business  Beliey  Beard  es- 


lyrr  f  h  a  krvi  o  I  I 

Uy  t/ll“  kjlxlclll 


Act  el  4058A- 

-(!)-  Section  204  -(df  el  tfee  Small  Bnsiness  Aet  el  4050? 
as  amended,-  is  hereby  rcpcaledv 

BIBLE  HU-SMALL  B-DSIAESS  IN-V-ESBMEAB 

ADMmSTBA-TIfrff 


GE  SMALL  BEBiEESS 

SeOt  HOri  Bfeere  is  hereby  created  an  independent 
agency  el  tfee  United  States  Government  te  fee  known  as 
tfee  Small  Business  Investment  Administration?  Bfee  princi¬ 
pal  office  el  tfee  Administration  shall  be  leeated  in  tfee  Dis¬ 
trict  el  Columbia?  but  tfee  Administration  may  establish  such 
branch  and  regional  offiees  in  tfee  United  States  as  mar 
fee  determined  fey  tfee  Administrator.- 


-  -QQO  'HPVi  TT>  n  Tl  fl  <to r~n  r  rif  r\{  fly  r\ 
kJJLbvJ  •  \)\J •  I  llu  lllctnu^ L llltliu  t/T  tiTU 


shall 


lyn  t  r  r\  ri  f  r\  /-]  tty  n  >y  -A  f\  TYV1  1  C1  f  1*0  f  AV  f>  TV  1 V  A 1  f  /I  lvt7,  fly  A 
U v  »  vijlvll  111  till  -L jL vllllllllo  11  tl tvl  tl  IJ  j J Uill lUll  U  V  til  vl 

fey  and  with  tfee  advice  and  eonsent  el  tfee  Senater  Bfee 
Administrator  shall  receive  compensation  at  tfee  rate  el 
per  annum.-  In  addition  to  receiving  suefe  eem- 


?  tfee  Administrator  sfeall  fee  reimbursed  lor  neees- 
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sary  traveling  and  subsistence  expense s?  or  paid  a  per  diem 
allowance  in  lien  thereef  -within  the  limits  prescribed  by  law? 
while  away  from  bis  official  station  npon  official  business? 
rOW-EBS  OF  ADMINISTRATOR 
Seo?  3-Otb  -faf  ffibe  Administrator  shall  have  power  to 
adopts  alter?  and  ose  a  seal?  wbieb  sbab  be  judicially 
ffibe  Administrator  is  authorized?  subject  to  the  eivil 
and  classification  laws?  to  select?  employ?  appoint?  and  fix 
the  compensation  of  sueh  officers?  employees?  attorneys?  and 
agents  as  sbab  be  necessary1  to  carry  out  the  provisions  of 
this  Aet?  to  define  their  authority  and  duties,  to  provide 
bonds  for  them  in  such  amounts  as  the  Administrator  sbab 
determine?  and  to  pay  the  costs  of  qualification  of  certain  of 
them  as  notaries  public.-  The  A dministration?  with  the  eon- 
sent  of  any  board?  commission,  independent  agency  -(par¬ 
ticularly  the  Small  -Business  Administration)  ,■  or  executive 
department  of  the  Government,-  may  avail  itself  on  a  reim¬ 
bursable  basis  of  the  use  of  information?  services?  facilities? 
including  any  field  service  thereof,-  officers?  and  employees 
thereof?  in  carrying  out  the  provisions  of  this  title?  Subject 
to  the  standards  and  procedures  under  section  fiOfi  of  the 
Glassification  Act  of  -14)49,  as  amended,  not  to  exceed  fifteen 
positions  m  the  Small  -Business  Investment  Administration 
may  be  placed  in  grades  4b?  4-7?  and  4S  of  the  General  Schcd- 
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ule  established  by  that  Aet?  and  any  sued  positions  shall  be 
additional  to  the  number  authorized  by  saeh  seetion. 

-(b)-  In  the  performance  of?  and  with  respeet  to?  the 
functions?  powers,  and  dnties  vested  in  him  by  this  title? 
the  Administrator  may — 

-f4-f  sne  and  be  seed  in  any  court  ol  reeord  of  a 
State  having  general  jurisdiction,  or  in  any  United 
States  district  court,  and  jurisdiction  is  conferred  upon 
saeh  district  court  to  determine  saeh  controvcrics  with¬ 
out  regard  to  the  amount  in  controversy--  Provided; 
That  no  attachment?  injunction,  garnishment,  or  other 
similar  process,  mesne  or  final,-  shall  be  issued  against 
the  Administrator  or  his  property; 

-(2)-  under  regulations  preseribed  by  him?  assign  or 
sell  at  publie  or  private  sale?  or  otherwise  dispose  of 
for  cash  or  erodit?  in  his  discretion  and  upon  saeh  terms 
and  conditions  and  for  such  consideration  as  the  Admin¬ 
istrator  shall  determine  to  be  reasonable?  any  evideneo 
of  debt?  contract,  claim,  personal  property?  or  security 
assigned  to  or  held  by  him  in  connection  with  the  pay¬ 
ment  of  loans  granted  under  this  Aet?  and  to  colleet  or 
compromise  all  obligations  assigned  to  or  held  by  him 
and  all  legal  or  eeuitable  rights  accruing  to  him  in  eon- 
S.  3651 - 2 
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neetion  with  the  payment  of  sueh  loans  until  sueh  time 
as  sueh  obligation  may  be  referred  to  tbe  Attorney  Gen¬ 
eral  for  salt  or  collection-- 

-fb)-  deal  whip  complete,  renovate?  improve-,  mod 
enii^e-,  insure,  or  rent,  or  sell  for  easb  or  credit  upon 
sueb  terms  and  conditions  and  for  snob  consideration  as 
tbe  Administrator  shah  determine  to  be  reasonable,  any 
real  property  conveyed  to  or  otherwise  acquired  by 
him  in  eomieetion  with  dm  payment  of  loans  granted 
under  this  Aet; 

-(4-)-  pursue  to  dual  collection,  by  way  of  compro 
mise  or  otherwise,-  all  claims  against  third  parties  as¬ 
signed  to  tbe  Administrator  in  connection  with  loans 
made  by  him.  bhis  shall  include  authority  to  obtain 
deficiency  judgments  or  otherwise  in  the  ease  of  mort¬ 
gages  assigned  to  the  Administrator-:  Section  3-709  of 
dm  Revised  Statutes,  as  amended  -ftt  bh  Sr  bb 
shall  not  be  construed  to  apply  to  any  contract  of  haz¬ 
ard  insurance  or  to  any  purchase  or  contract  for  services 
or  supplies  on  account  of  property  obtained  by  the  Ad¬ 
ministrator  as  a  result  of  loans  made  under  this  Aet  if 
the  premium  therefor  or  dm  amount  thereof  does  not 
exeecd  $-4000.-  bhe  power  to  convey  and  to  execute 
in  the  name  of  the  Administrator  deeds  of  conveyance, 
deeds  of  release,  assignments  and  satisfactions  of  mort 
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s7  and  any  ether  wittM  Instrument  relating  te  real 
property  er  any  interest  therein  acquired  fey  the  Admin 
istrator  pursuant  to  the  previsions  el  this  Act  may  fee 
exercised  fey  the  Administrator  er  fey  any  officer  er 
agent  appointed  fey  feim  without  the  c-xeeution  el  any 

A^Y\VAri  n  /I  a]  /  w  >'||1  fi  /l  1  ltAWTni'  n  1*  TlA^TrOl1  nf  Q  flAin^  mr 

l/Ajll  I'ou  tttTltTgtrtTOTT  tlr  J/U  YY  U1  UT  J/tnTvT  T7T  cl  t  lU  J  1 1 U  y  • 

AT  Atl^  11^  />»  in  til  1  n  Ci  A/ltl  ATI  oil  fl  J  1  1\A  /I  All  Cl  f  1*1 1  A  cl  |a  11VA1tA11  f  ill  A 
1.1  '  J  tl  1 1  Tl  m  Ill  tlllo  oil  l-Lv'Il  TjTTctlT  U  V  *  lUIioll  lll'U  IU  1*1  v  \  VTTT  lllc 

A.  dmnn  strafeer  Irem  delegating  such  p o w  or  fey  order  er 

It-tt  i~k  att  -  ‘  \  >*  i  '  l'  n  f  4-  r\ >»i  >  mr  tii  1  t  i  tt  /I  t  tTtt  i/v  tr  tt  t  r  <  »  At  ai* 

U  y  |  m 7  \ ati  trt  ttt  tiu  1 1“  y  ,  ii  i  11  lo  uisr  1 1  tiun^  tti  iy  1 1  y  uTtTrtT  nr 

agent  fee  may  appefert-j 

-f§)-  acquire,  in  any  lew-fed  mannecy  any  property 

er  intangible)  T  wfeen- 


-frea-l,  personal,-  er  mixedy 
ever  deemed  necessary  er  appropriate  te  the  conduct 
el  tfee  activities  authorized  in  this  Aetq 


as  fee  deems 


-(b)-  make  suefe  rules  and 
necessary  te  carry  out  tfee  authority  vested  in  feim  fey 
er  pursuant  te  this  titles  and 

-pj-  in  addition  te  any  powers,  femetiensy  privileges-; 
and  immunities  other-wise  vested  in  him,  take  any  and 
all  actions,-  including  tfee  procurement  el  tfee  services  el 

sary  er  desirable  in  makingy  seevieingy 
medilyingy  liquidatingy  er  otherwise  dealing  with  er 
realizing  en  leans  made  under  tfee  previsions  el  this 
Acts  Provided,  ffifeat  ne  attorneys’  services  shall  be  pro- 
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eured  fey  eontraet  m  any  offeee  where  as  attorney  or 
attorneys  are  or  ean  fee  economically  employed  fall 
time  to  render  such  services. 

-(of  To  such  extent  as  fee  fends  necessary  to  carry  oat 
the  provisions  of  this  Aety  the  Administrator  is  hereby  au¬ 
thorized  to  proeurc  the  tcmporaiy  -(not  in  excess  of  six 
months)-  service  of  experts  or  consultants  or  organizations 
thereof,  ineluding  stenographic  reporting  servieesy  fey  con¬ 
tract  or  appointment,  and  in  such  cases  sueh  services  shall 
fee  without  regard  to  the  civil-service  and  classification  laws,- 
andy  except  in  the  ease  of  stenographic  reporting  services 
fey  organization  Sy  without  regard  to  section  3709,  Revised 
Statutes,  as  amended  -(44-  4h  Sr  44  5)t  Any  individual  so 
.employed  may  fee  compensated  at  a  rate  not  in  excess  of 
$50  per  diem,  andy  while  sueh  individual  is  away  from  his 
home  or  regular  place  of  business,  he  may  fee  allowed  trans¬ 
portation  and  not  to  exceed  $45  per  diem  in  lieu  of  sub¬ 
sistence  and  other  expenses: 


DEPOSIT  OP 


COfP  GiVIt  63 


S-E-e.  304y  -(af  All  moneys  of  the  Administration  not 
otherwise  employed  may  he  deposited  with  the  Treasurer  of 
the  United  States  subject  to  cheek  fey  authority  of  the  Ad¬ 
ministration:  The  Red  oral  Reserve  hanks  are  authorized  and 
directed  to  aet  as  depositaries^  custodians,  and  feseal  agents 
for  the  Administration  in  the  general  performance  of  its 
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•powers  conferred  by  tins  tfefer  Any  bonks  insured  by  the 
Federal  -Deposit  Insurance  Corporation,-  when  designated  by 
the  Secretary  of  the  Treasury,-  shall  aet  as  custodians  and  fi¬ 
nancial  agents  for  the  -Administration.  -Each  Federal  Fe- 
servc  bank,  when  designated  by  the  Administrator  as  fiscal 
agent  for  the  Administration ,  shall  be  entitled  to  be  reim¬ 
bursed  for  all  expenses  incurred  as  sueh  fiscal  agent. 

-(b)-  The  Administration  shall  contribute  to  the  civil 
service  retirement  and  disabihty  fund?  on  the  basis  of  annual 
billings  as  determined  by  the  Civil  Service  Oommissietg  for 
the  Government’s  share  of  the  eest  of  the  civil-service  retire¬ 
ment  system  applicable  to  the  employees  engaged  in  carry- 
ing  out  the  functions  of  this  Aetr  The  Administration  shall 
also  contribute  to  the  employees’  compensation  fund?  on  the 
basis  of  annual  billings  as  determined  by  the  Secretary  of 
■Labor?  for  the  benefit  payments  made  from  sueh  fund  on 
account  of  employees  engaged  in  carrying  out  the  functions 
financed  by  sueh  revolving  fund:  The  annual  billings  shall 
also  include  a  statement  of  the  fair  portion  of  the  eest  of  the 
administration  of  the  respective  funds?  which  shall  be  paid 
by  the  Administration  into  the  Treasury  as  miscellaneous 
roeeipts.- 

PKO  VISION  OP  FUNDS 

SbOt  fiQfk  -(a)-  In  order  to  finance  activities  as  provided 
in  section  £0&?  the  Administration  is  authorized  and  cm- 
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powered  to  issue  to  the  Secretary  el  the  Treasury  notes  and 
ether  obligations  in  an  amount  not  exceeding  $2110, 000,000 
outstanding  at  any  one  timer  Provided-;  That  the  total 
amount  el  such  obligations  -which  may  be  outstanding  dur¬ 
ing  the  hrst  year  alter  enactment  shall  not  exceed  $50,000;- 
OOOy  and  during  the  second  year  alter  enactment  shall  not 
exceed  $150,000,000.  Sueh  obligations  shall  be  m  sueh 
forms  and  denominations  bane  sueh  maturities;  and  be  sub¬ 
ject  to  sueh  terms  and  conditions  as  may  be  prescribed  by 
the  A dministr ationy  with  the  approval  el  the  Secretary  el 
the  Treasury.  Sueh  notes  or  other  obligations  shall  bear 


interest  at  a  rate  determined  by  the  Secretary  el  the  Treas  ■ 
ury  which  shah  not  be  more  than  the  current  average  yields 
on  outstanding  marketable  obligations  el  the  United  States 

j  if  AninTm  yn  111  o  ty  >  n  1:  n  tie c,  nxi  a|  tli  n  1  o  a f  /l  o  \r  nf  tV>  a  mniiili 

v'i  L’  nlljJJU  1 11./  J  v  J 1  lalil  I  I  tTVn  <TTo  Ut  PLl"  J  <  to  t  titty  Ul  tllU  mvittii 

preceding  the  issuance  of  such  notes  or  other 


The 


1:1 1 A  VAO  oniUT  to 

trr  ti  1  v  _i  1  v  <  t  o 1 1 1  y  to 

to  purchase  any  notes  and  other 
iration  issued  hereunder  and  for  such 


and  directed 
of  the  A-dminis  - 
the  Secretary 


of  the  Treasury  is  authorized  to  use  as  a  public  debt  trans¬ 
action  the  proceeds  from  the  sale  of  any  securities  issued 
under  the  Second  -Liberty  -Bond  Act;  as  amended;  and  the 
s  for  which  securities  may  be  issued  under  sueh  Aet; 


15 


1  as  amendedy  are  extended  te  include  any  purchases  el  seek 

2  notes  and  obligations.-  The  Secretary  ef  the  Treasury  may 

3  at  any  time  sell  any  el  the  netes  er  other  obligations  ae- 

4  quired  by  him  nnder  this  section.  All  redemptions,  pur- 

5  chases,  and  sales  by  the  Secretary  el  the  Treasury  el  sneb 

6  netes  er  ether  obligations  shall  be  treated  as  public  debt 

7  transactions  el  the  United  States. 

8  -(b)-  -Funds  borrowed  under  this  section  and  any  pre- 

9  ceeds  shah  constitute  a  revolving  land  which  may  be  used 
10  by  the  Administration  in  the  exercise  el  its  functions  under 

ntliTq  A  ofr 

t/llio  TTUtJT 

12  -(e)-  There  are  hereby  authorized  te  be  appropriated  sueh 

13  sums  as  may  be  neeessary  and  appropriate  ter  the  adminis- 
14  trative  expenses  el  the  Administratiem 
15  i>  deposes  or1  ihsvqlvino  fihvd 

16  SbOt  dOdr  The  Administration  is  authorized  te  use  its 
17  revolving  fund — 

18  -(h)-  te  invest  in  small  business  investment  eem- 

19  panics  as  provided  in  section  404-; 

20  -(&)-  te  mate  loans  te  small  business  investment 

21  companies  as  provided  in  section  40-b-j  and 
22  -(-g-)-  te  make  loans  te  State  and  local  development 


23 


companies  as  provided  in  section  dOl- 
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TITLE  IV  SMALL  BUSINESS  I&V-ESTMEN-T- 

£OMPAfefeI-ES 

OBGAXIZATIGX  ©F  SMALB  BUSINESS  IXVES3FMNT 

COMrAXEES 

Se©7  4QE  -(a)-  Small  business  investment  companies 
may  fee  formed  for  tfee  purpose  ef  operating  under  this  Aet 
fey  any  niunfeer  ef  persons  not  less  tfean  five?  who  shah  sub¬ 
scribe  te  tfee  articles  ef  incorporation  ef  any  snefe  company.- 

-ffe)-  Tfee  articles  ef  incorporation  ef  any  small-feusiness 
investment  company  shall  specify  in  general  terms  tfee  objects 
for  wfeiefe  tfee  company  is  formed,  tfee  name  assumed  fey  snefe 
company-  tfee  area  or  areas  where  its  operations  are  te  fee 
carried  on?  tfee  place  where  its  principal  office  is  te  be  located? 
and  tfee  amount  and  classes  ef  its  shares  ef  capital  stock-? 
and  tfee  articles  may  contain  any  other  provisions  net  incon¬ 
sistent  with  this  Aet  that  tfee  company  may  see  fit  te  adept 
for  tfee  regulation  ef  its  business  and  tfee  conduct  ef  its 
affairs?  Snefe  articles  and  any  amendments  thereto  adopted 
from  time  te  time  shall  fee  sufejeet  te  tfee  approval  ef  tfee 
-Administration. 

-(e)-  Tfee  articles  ef  incorporation  and  amendments 
thereto  shall  be  forwarded  te  tfee  Administration  for  con¬ 
sideration  and  approval  or  disapproval.  In  determining 
whether  te  approve  tfee  establishment  ef  snefe  a  company 
and  its  proposed  articles  ef  incorporation?  tfee  Administration 
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shall  give  due  regard?  among  other  things,-  to  the  need  for 
the  financing  el  small- -business  concerns  m  the  area  in  which 
the  proposed  company  is  to  commence  business,  the  general 
character  el  the  proposed:  management  of  the  eompany?  the 
number  of  sueh  eompanics  previously  organized  in  the 
United  States,  and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the  Administration  may 
in  its  discretion  approve  the  articles  of  incorporation  and 
issue  a  permit  to  begin  business. 

-(d)-  Upon  issuance  of  such  permit,-  the  company  shall 
become  and  he  a  body  corporate?  and  as  such?  and  in  the 
name  designated  m  its  articles,  shall  have  power — 

-(4-)-  to  adopt  and  use  a  corporate  scab; 

to  have  succession  for  a  period  of  thirty  years? 
unless  extended  as  provided  in  section  409  -(f)-?  or 
unless  sooner  dissolved  by  Ore  act  of  the  shareholders 
owning  two-thirds  of  the  steek  or  by  an  Act  of  Congress, 
or  unless  its  franchise  becomes  forfeited  by  some  violation 
of  law  or  regulation  issued  hereunder-? 

-(3-)-  to  make  contracts ; 

-(4)-  to  sue  and  be  sued?  complain?  and  defend  in 
any  eourt  of  law  or  equity-; 

-(h)-  by  its  hoard  of  directors,-  to  appoint  sueh  offi¬ 
cers  and  employees  as  may  he  deemed  proper,  define 
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there  authority  and  duties  fix  there  compensation,  re- 
qtiiro  bends  el  sueh  el  them  as  it  deems  advisable  and 
fix  the  penalty  thereefy  dismiss  sueh  officers  er  em¬ 
ployees,-  os  any  thereefy  at  pleosurcy  and  appoint  ethers 

t  a  fill  ilaiiu!  Til  q  o/iq  • 

Ttt  11 1 1  tirl  il  I/luuUo  j 

-(#)-  to  adopt  bylaws  regulating  the  manner  in 
which  its  stock  shall  he  transferred?  its  officers  and 

privileges  granted  te  it  by  hew  exercised  and  enjoyed  ■■ 
-{hf  te  establish  branch  offices  er  agencies  subject 
te  the  approval  el  the  Administration ; 

-(8)-  te  acquire,-  beldy  eperatcy  and  dispose  el  any 
property  -(realy  persenaly  er  mixed)-  -whenever  necessary 
er  appropriate  te  the  carrying  out  el  its  lawful  functions? 

-f9)-  te  act  as  depository  er  hseai  agent  el  the  United 
States  when  so  designated  by  tlie  S e ci*c ta i-y  of  the 
Treasury-? 

-(40)  to  operate  in  such  area  er  areas  as  may  he 
specified  in  its  articles  el  incorporation  and  approved 
by  the  Administration ;  and 

-(4-1)  te  cxereisc  the  ether  powers  set  forth  in  this 
Act  and  such  incidental  powers  as  may  he  reasonably 
neeessary  to  carry  on  the  business  for  which  the  company 

IQ  Anf  nT^linU  Arl 
i  o  v  o  i  u  u  uyn  u  vi  • 

-fef  The  board  of  directors  of  each  small-business  h 
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meat  company  shall  eensist  el  nine  members?  all  el  whom 
shall  he  cleeted  annually  by  the  holders  el  the  shares  el 
steeh  el  the  eempanyr 

CAPITAL-  STOCK  PROV-miON-S 
SeOt  402t  -faf  Eaeh  company  organized  under  this  Act 
shah  have  a  paid-in  capital  and  surplus  equal  te  at  least 
$500?000  before  it  shah  eemmenee  busmess-r  4n  erder  te 
lacilitate  the  formation  el  small-business  investment  com¬ 
panies?  the  Administration  is  -hereby  -authorized,  -notwith¬ 
standing  any  other  previsions  el  law?  te  invest  in  the  shares 
el  stock  el  such  companies  hr  an  amount  equal  te  net  mere 
than  $250,000; 

-(b)-  Fhe  shares  el  stock  in  any 
merit  company  shah  he  ehgibie  for 
hanks  el  the  -Federal 

Tv  n  t  a  ]r  ct  Tn  n  ri  r*  i  o  1  i  n  cd.i  In  fi  nn  ri 

I  ' til  1 IV o  4f  llllclllUlcLl  Ixiut  1 1  Li  l/IUlio  ^ 

tions,  partnerships?  er  ether  persensr  4n  ne  event  shah  any 
member  hank  el  the  -Federal  ^Reserve  Svstenr  er  anv  nen- 


mentber  insured  bank  held  such  shares  in  small  business 
investment  companies  hr  an  amount  aggregating  more  than 
4  percent  el  the  capital  and  surplus  el  such  bankr  Upon 
application  el  any  sueh  eligible  purchaser,  the  Administra- 
tien  shah  seh  te  sueh  purchaser  ah  er  a  portion  el  sueh 
shares  it  may  held  in  a  company. 

-(e)-  Fhe  aggregate  amount  el  shares  hr  any  sueh  eem- 
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party  or  companies  -which  may  he  owned  or  controlled  hy 
any  stockholder?  or  hy  any  group  or  class  el  stockholders, 
may  he  limiter!  hy  the  Administration? 

BORROWING-  POWER 

Beg?  403?  -(a)-  Each  small-business  investment  company 
shah  hare  authority  to  borrow  money  and  to  issue  its 

such  general  conditions  and  subject  to  such  limitations  and 
regulations  as  the  Administration  may  prescribe:- 

-(h)-  hb  encourage  the  formation  and  growth  of  small- 
business  investment  companies,  the  Administration  is 
authorized  to  lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shah  hear  interest  at  a 
rate?  and  contain  such  other  terms?  as  the  Administration 
may  hm  hbe  total  amount  of  obligations  purchased  and 
outstanding  at  any  one  time  hy  the  Administration  in  any 
one  company  shah  not  exceed  S9  percent  of  the  paid-in 
capital  and  surplus  of  such  company. 


r\ T?nTTTTV 
Ur  1 


EGR  SMABR-RU8INES8 


OONGERNS 


8eGt  404?  -(a)-  .34  shah  he  a  primary  function  of  each 
small-business  investment  company  to  provide  a  source  of 
needed  equity  capital  for  smah-business  concerns  whieh 
meet  the  standards  of  eligibility  promulgated  hy  hie  Board 
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under  section  hhh  in  (fee  manner  anti  subject  to  the  con¬ 
ditions  described  in  tins  section. 

■(b)-  Capital  shall  be  provided  by  a  company  to  a  smalb 
business  concern  only  through  the  purchase  of  debenture 
bonds  -(of  such  concern-)-  which  shall — 

-(4-)-  hear  interest  at  sueh  rate-;  and  contain  sueh 
other  terms;  as  the  company  may  fix  with  the  approval 
of  the  Administration ; 

-(h)-  he  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest-;  and 
-(hf  he  convertible  on  any  interest  payment  date 
prior  to  maturity  -(unless  previously  called)  ■;  at  the  op¬ 
tion  of  the  company,  into  stock  of  sueh  concern  at  the 
sound  book  value  of  such  stock  determined  at  the  time  of 
to  issuance  of  to  debenture  bonds.- 
-(c)-  Before  any  capital  is  provided  to  a  small-business 
concern  under  tins  section — 

-(4)-  the  company  may  require  sueh  concern  to  re¬ 
finance  any  or  all  of  its  outstanding  indebtedness  so 
that  the  company  is  the  only  holder  of  any  evidence  of 
indebtedness  of  sueh  concern ;  and 

-(h)-  except  as  provided  in  regulations  issued  by 
to  Administration^  such  concern  shall  agree  that  it  will 
not  thereafter  incur  any  indebtedness  without  first  se- 
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curing  the  approval  of  the  company  and  giving  the 
company  the  first  opportunity  to  finance  such  indebted¬ 
ness  7 

-(d)-  Whenever  a  company  provides  capital  to  a  small 

ired  to  become  a  stockholder  proprietor  of  the  company 
by  investing  in  the  capital  stock  of  the  company  in  an 

amount  etg*al  to  not  less  than  2  percent  nor  more  than 

II  |  >4^  .(ai  \  j  ill  i  v  n  hnumi  ivl  ll  1 1  \  po  Ipl  o]  riy\  l  <1  <  wl  qq 

77  j  4  1  v  vl  1 1  try  t'lT*  rlJ  1 1  v  Mil  1  r  T7T  II  Iv*  “U  1*11  ill  do  171  U  V  li.lL,  vl  y  (to 

prescribed  by  the  Administration. 

LONG  -TERM  LOAMS  ¥0  SMALL  BUSINESS  CONCERNS 
8eOt  4-0A  -(a)-  Each  Company  is  authorised  to  make 
loansr  m  the  manner  and  subject  to  the  conditions  described 
in  this  section  to  incorporated  and  unincorporated  smalb 
business  concerns  which  meet  the  standards  of  eligibility 
promulgated  by  the  Board  wider  sec4ion  205  in  order  to 
provide  such  concerns  with  funds  needed  for  sound  finaneing,- 
g-rowthy  modernisationy  and  expansion: 

-(h)-  hones  made  under  this  section  may  he  made 
directly,  or  in  cooperation  with  other  lending  institutions 
through  agreements  to  participate  on  an  immediate  or 
deferred  basis: 


-(e)-  hbe  maximum  rate  of 


for  the  company’s 


share  of  any  loan  made  under  this  section  shall  be  deter 
mined  by  the  Administration^ 
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-(d)-  jjeftBa  made  under  this  seetien  shah  bave  a  maturity 
net  exceeding  thirty  years. 

-(e)-  Ah-  leans  made  under  this  section  shah  fee  el  suefe 
eoimd  valuej  er  so  sceured,  as  reasonably  to  assure  repay 
ment.- 

-(f)-  Any  company  which  feas  made  a  lean  to  a  small  - 


under  tfels  seetlen  Is  autfeocfe-ed  4e  extend 


tfee  ma+uri+y  ef  er  renew  snefe  lean  fer  addfelenal  periods  net 
exceeding  ten  years  if  tfee  company  fends  tfeat  snefe  extension 
er  renewal  will  aid  in  tfee  orderly  liquidation  ef  snefe  loam 

AGQItEGATE  frin-l^ATK-CNt; 

Sec.  4416.  Without  tfee  approval  ef  tfee  Administratioiij 
tfee  aggregate  amount  ef  obligations  and  securities  acquired 
and  for  which  commitments  may  fee  issued  fey  any  small 
business  investment  company  under  tfee  provisions  ef  this 
Aet  fer  any  single  enterprise  shall  net  exceed  ffefe)  percent  ef 
tfee  combined  capital  and  surplus  ef  such  small  business  in¬ 
vestment  company  authorised  fey  this  Acfe 

EXEMPTIONS 


Se6t  467t  -(a)-  Section  fe  ef  tfee  Seeurities  Act  ef  lfefetfe  as 
amended  -(45  fefe  St  €t  470)-7  is  hereby  amended  fey  insert- 
ing  at  tfee  end  thereof  tfee  following  new  subscetion  (c)-? 

•^(e-)-  4fee  Commission  nary  from  time  to  time  fey  its 
rules  and  regulations,-  and  subject  to  such  terms  and  condi¬ 
tions  as  may  fee  prescribed  tlicrenq  add  to  tfee  securities 
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as  provided  m  this  section  any  elass  of  securities 
issued  by  a  smad  business  investment  company  under  the 
Smad  Business  Investment  Administration  Aet  of  4908  if 
it  finds,  having  regard  to  the  purposes  of  that  Aety  that  the 
enforcement  of  this  Aet  with  respect  to  sueh  securities  is  net 
necessary  in  the  pubde  interest  and  for  the  protection  of 


-(h)-  Section  304  of  the  Trust  Indenture  Aet  of  1939 
-(40  Id  be  €b  7-7  ddd)-  is  hereby  amended  by  adding  the 
fed  owing  subsection  -{e)-i 

“  (o)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations^  and  subject  to  sueh  terms  and  condi¬ 
tions  as  may  he  prescribed  herein-,-  add  to  the  securities 
exempted  as  provided  in  this  section  any  elass  of  sceurities 
issued-  by  a  small  business  investment  eompamy  under  the 
Small  Business  Investment  Administration  Aet  of  -19-08  if 
it  finds,-  having  regard  to  the  purposes  of  that  Aety  that  the 
of  this  Aet  with  respect  to  sueh  securities  is  net 
in  the  pubde  interest  and  for  the  protection  of 

investors;” 

T-A-X-rKOVISIOXS 

SeOt  408t  -far)-  Section  490  of  the  Internal  Bevenuc 
Code  of  4904  (relating  to  deduction  for  losses)  is  amended 
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fey  adding  at  the  end  el  subsection  -(h)-  the  following  now 
paragraphs: 

fi(&>  Eec  special  vule  Iof  iesses  e»  stock  »  a  small 
business  investment  company?  see  section  1242.- 

Eec  special  cole  fee  losses  of  a  small  business 
investment  company?  see  section  1343?- 

-(fef  Sub  chap  ter  -{B)-  of  the  Internal  Revenue  €odc  of 

4954  is  amended  fey  adding  at  the  end  thereof  the  following 

new  sections : 

*SEC?  4m  LOSSES  ON  SMALL  BUSINESS  INVESTMENT 
COMPANY  STOCK. 

Ain  the  ease  of  a  taxpayer  if — 

--(1)  A  loss  is  on  stoeh  in  a  small  business  invest¬ 
ment  eompany  as  organized  under  title  IA  of  the  Small 
Business  Investment  Administration  Aet  of  4958y  and 
--(2)  Such  loss  would  -(but  for  this  section-)-  fee 
treated  as  a  loss  from  the  sale  or  exchange  of  a  capital 
asset,- 

then  sueh  loss  shall  fee  treated  as  a  loss  from  the  sale  or 
exchange  of  an  asset  -which  is  not  a  capital  asset. 

-SEC.-  4m  LOSS  OE  SMALL  BUSINESS  INVESTMENT  COM¬ 
PANY? 

idn  the  ease  of  a  small  business  investment  company- 

if— 


S.  3651 - 4 
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“■  (4)  A  less  is  en  convertible  debentures  -(h 
stock  received  pursuant  to  the  conversion  privilege) 
acquired  pursuant  te  section  404  el  tfee  Small  Business 
Investment  Administration  Aet  el  1058,  and 

<Lf2)  Sueh  less  would  -(but  for  this  seetien)  be 
treated  as  a  less  from  tbe  sale  er  exchange  el  a  capital 
assety 


8  then  sueh  less  shall  be  treated  as  a  less  frem  the  sale  er  ex- 

9  change  el  an  asset  which  is  net  a  capital  assetA 

10  -(e)"  Section  243  el  the  -Internal  Bevenue  Cede  el  4054 

11  ■  (relating  te  dividends  received  by  corporatiens-)-  is  amended 

12  as  fellows-: 


-(4)-  by  striking  from  subscetien  -(a-)-  the  following 
language  Afn  the  ease  el  a  corporat-iere’  and  inserting 
in  hen  thereof  the  following  language  AEn  the  ease  el 
a  corporation  -fother  than  a  small  business  investment 
company  as  defined  in  the  Small  Business  Investment 
Administration  Aet  el  1058)  A 

-(2-)-  By  adding  at  the  end  thereof  the  following 
new  subsection : 

lf-(e)-  Small  Business  Investment  Company. — 
In  the  ease  el  a  small  business  investment  company,  there 
"d  shall  be  allowed  as  a  deduction  an  amount  equal  te  400  per- 

24  cent  el  the  amount  received  as  dividends  -(ether  than  divi- 

25  dends  described  in  paragraph  -(4)-  el  section  244, 
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to  dividends  on  preferred  stock  of  a  pubhe  utility)-  from  a 
domestic  corporation  which  is  subject  to  taxation  under  this 

uiIclUTUl  • 

-(d)-  Section  Mb  -(b)-  -{4-)"  amended  by  striking-  -AM-3” 
wherever  appearing  and  inserting  in  lien  thereof  “243  -(a)- 
and  -fb}~ 

MISOEE-LA-NEOES 

SeOt  409t  -(a)-  Wherever  practicable  the  operations  of  a 
amah  business  investment  company,  including  the  genera 
thru  of  business;  may  he  undertaken  in  cooperation  with 
banks  or  other  financial  institutions;  and  any  servicing  or 
initial  investigation  repaired  for  loans  or  acquisitions  of 
securities  by  the  company  under  the  provisions  of  this  Act 
may  be  handled  through  such  banks  or  other  financial  insti¬ 
tutions  on  a  fee  basis.-  Any  small  business  investment  com¬ 
pany  may  receive  fees  for  services  rendered  to  sueh  banks  or 
other  financial  institutions-. 

-(b)-  Each  small  business  investment  company  may  make 
use;  -wherever  practicable;  of  the  advisory  services  of  the  Eed- 


which  are  available  for  and  useful  to  industrial  and  com¬ 


mercial  businesses,  and  may  prove 
services  on  a  fee  basis  and  have  on  its 
to  provide  sueh  services?  Eederal 
feed  to  act  as  a  depository  or  fiscal 


O  i  w  1 
(  I  I I VT 


banks  are  author- 
fee  anv 
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organized  under  this  Aetr  Such  companies  may  invest 
funds  not  reasonably  needed  for  their  eurront  operations  in 
direct  obligations  of;  or  obligations  guaranteed  as  to  principal 
and  interest  by  the  United  States. 

-(of  The  Administration  is  authorized  to  prescribe  regu¬ 
lations  governing  the  operations  of  small  business  investment) 
companies  and  to  carry  out  the  provisions  of  this  Act  in  ac¬ 
cordance  with  the  purposes  of  this  Aetr  Eaeh  small  business 
investment  company  shall  be  subject  to  examinations  made 
by  direction  of  the  Administration  by  examiners  selected  or 
approved  by  the  Administration,'  and  the  cost  of  sueh  exam¬ 
inations;  including  the  compensation  of  the  examiners;  may 
in  the  discretion  of  the  Administration  be  assessed  against  the 
company  examined  and  when  so  assessed  shall  he  paid  by 
such  company.  Every  sueh  company  shall  make  sueh  re¬ 
ports  to  tire  Administration  at  sueh  times  and  in  sueh  form  as 
the  Administration  may  require. 

-fdf  Should  any  small  business  investment  company  vio¬ 
late  or  fail  to  comply  with  any  of  the  provisions  of  this  Act 
or  of  regulations  prescribed  hereunder,  all  of  its  rights,  privi¬ 
leges,'  and  franchises  derived  herefrom  may  thereby  be  for¬ 
feited.'  Before  any  sueh  company  shall  be  declared  dissolved; 
or  its  rights,  privileges,  and  franchises  forfeited,  any  nen- 
eompliancc  with  or  violation  of  this  Act  shah;  however,-  be 
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determined  end  adjudged  fey  e  eonrt  el  the  United  States  el 
competent  jurisdiction  in  a  suit  brought  lor  that  purpose  in 
the  district?  territery?  or  other  place  subject  to  the-  jarisdie 
tion  ol  the  United  Stately  in  which  the  principal  otfeee  el  snob 
eompany  k  leeated,  wbieh  snit  shah  fee  brought  fey  the 
United  States  at  the  instance  ol  the  Administration  OF  tliC 


1  4-<  >n  o  eel 
\j mitriTti. 

-(e)-  Whenever  in  the  jtnlginen-t  ol  the  Administra¬ 
tion  any  person  has  engaged  or  is  afeent  to  engage  in  any 
aets  or  practices  whiefe  constitute  or  wife  constitute  a  viola- 
tien  ol  any  provision  ol  this  Aet  or  ol  any  regulation  there¬ 
under?  dm  Administration  may  make  application  to  the 
proper  district  court  ol  the  United  State%  or  tho  United 
States  courts  of  any  Territory  or  other  place  sufejeet  to  the 
jurisdiction  ol  tho  United  States?  lor  an  order  enjoining  sueh 
acts  or  practices?  or  lor  an  order  enforcing  compliance  with 
sueh  provision?  and  such  eaurts  shah  have  jurisdiction  ol 
sneh  actions  and  upon  a  showing  fey  the  Administration  that 
sueh  person  has  engaged  or  is  about  to  engage  m  any  snefe 
aets  or  praetiees  a  permanent  or  temporary  injunction,-  re¬ 
straining  order?  or  other  order?  shah  fee  granted  without 
bench 

-(If  Any  smah  business  investment  company  may  at  any 


time  within  the  two  years  nest  previous  to  the  date  ol  the 
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expiration  el  its  corporate  existence^  fey  a  vote  el  tfee  share¬ 
holders  owning  two- thirds  el  its  steely  apply  te  tfee  Admin¬ 
istration  ler  approval  te  extend  tfee  period  el  its  corporate  ex¬ 
istence  ler  a  term  el  net  mere  than  thirty  ycarsy  and  upon 
approval  el  tfee  Administration  as  provided  in  section  494 
feereel  snefe  company  sfeall  feave  its  eerperate  existence  ex¬ 
tended  ler  snefe  period  unless  sooner  dissolved  fey  tfee  aet  el 
tfee  shareholders  owning  two-thirds  el  its  steely  or  fey  an  Aet 
el  Congress  or  unless  its  tranchise  becomes  lerlcitcd  as 


herein 


Nothing  in  this  Aet  or  in  any  ether  provision  el 
law  sfeall  fee  deemed  te  impose  any  liability  on  tfee  U-nitcd 


States  with 


te  any 


intoy  or  stocks 


p  or 
under  this  A-etr 


made,  fey  any  company  organized 


TET-EE  V  CONVERSION  OE  STATE  CHAETEEEO 
INVESTMENT  COMPANIES 


SkOt  994t  -faf  Any  investment  company  may,  fey  tfee 
vote  el  tfee  shareholders  owning  net  less  than  94  percent 
el  tfee  eapital  stock  el  snefe  corperation7  with  tfee  approval 
el  tfee  Administratieny  fee  converted  into  a  small  feuslness 
investment  company  under  this  Aefe 

-ffef  In  snefe  ease  tfee  artielcs  el  association  and  organi¬ 
sation  certificate  may  fee  executed  fey  a  majority  el  tfee 
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directors  of  ike  corporation,  and  Ike  certificate  shall  declare 
that  tke  owners  of  £4  percent  of  tke  capital  stock  have 
authorized  tke  directors  to  make  seek  certificate  and  to 
ekange  or  concert  tke  corporation  fide  a  small  business  in¬ 
vestment  company.  A  majority  of  tke  directors',  after  exe¬ 
cuting  tke  articles  of  association  and  tke  organization  certifi¬ 
cate?  shall  have  power  to  execute  all  etker  papers  and  to 
do  whatever  my  be  required  to  make  its  organization  per¬ 
fect  and  complete  as  a  small  business  investment  company. 
dhe  shares  of  any  such  company  may  continue  to  be  for  the 
same  amount  each  as  they  were  before  the  conversion,  and 
the  directors  regardless  of  number?  may  continue  to  be 
directors  of  the  corporation  until  the  election  of  the  board 
of  directors  is  held  in  accordance  with  regulations  of  the 
Administration. 

-(e)-  When  the  Administration  has  given  to  such  com¬ 
pany  a  certificate  that  tke  provisions  of  this  Act  have  been 
complied  with,  suck  company  and  all  its  stockholders? 
owners?  and  employees,  shah  have  the  same  powers  and 
privileges  and  shah  be  subject  to  the  same  duties?  liabilities? 
and  regulations?  in  all  respects?  as  shad  have  been  prescribed 
by  this  Act  for  companies  originally  organized  as  small 
business  investment  companies? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


32 


.TITLE  -VI— STATE  AND  LOCAL  DEVELOPMENT 

COMPANIES 

Sect  bOL  -{af  The  Administration  is  autkoriged  to 
make  loans  to  State  and  leenf  development  eompanics  pro¬ 
vided  tkat  seek  fends  be  nsed  only  to  supply  equity  capital 
to  small-business  concenis  in  a  manner  which  -will  assist  in 
eanying  out  tke  purposes  ot  tkis  Aetr  Any  funds  advanced 
under  tins  subsection  shall  be  in  exchange  for  obligations 
of  such  institution^  which  bear  interest  at  a  rate?  and  contain 
sueh  other  terms  as  the  Administration  may  fey  and  fends 
may  he  so  advanced  without  regard  to  the  use  and  invest¬ 
ment  by  sueh  institution  of  fluids  sceured  by  it  from  other 
sourcesv 

-(h)-  The  total  amount  of  obligations  purchased  and  out¬ 
standing  at  any  one  time  by  the  Administration  under  this 
section  to  any  one  State  or  local  development  company  shall 
not  exceed  bO  percent  of  sueh  institution’s  paid-in  capital 
and  surplus-.- 

TITLE  VII— CHANGES  IN  FEDERAL  RESERVE 

ADT-HORITY- 

BBPEAL  OP  SECTION  PS©  OP  THE  FEDERAL  RESERVE  ACT 

SeOt  ?0h  Effective  one  year  after  the  date  of  enact¬ 
ment  of  this  Aetj  seetion  42b  of  the  -Federal  Reserve  Act 
-(4-2  lb  Sr  Or  3b2a)  is  hereby  repealed-;1  but  sueh  repeal 
shall  not  affect  the  power  of  any  Federal  Reserve  hank  to 
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carry  out?  or  protect  its  interest  under?  any  agreement 
theretofore  made  or  transaction  entered  into  in  carrying  on 
operations  under  that  section.- 

■RETURN  OF  FUNDS  TO  TREASURY 

Sec-  -702.  -(a)-  Within  si-vty  days  after  the  enactment 
of  this  Aet?  eaeh  3? edcral  -Reserve  bank  shall  pay  to  the 
United  States  the  aggregate  amount  which  the  Secretary 
of  the  Treasury  has  heretofore  paid  to  sneh  hank  under  the 
provisions  of  section  F3b  of  the  Federal  Reserve  Aet-j  and 
sneh  payment  shall  constitute  a  fall  discharge  of  any  obliga¬ 
tion  or  liability  of  the  Federal  bank  to  the  -United  States 
or  to  the  Secretary  of  the  -Treasury  arising  oat  of  subsection 
-(e)-  of  said  section  F3b  or  out  of  any  agreement  thcreimder-r 

-fbf  The  amounts  repaid  to  the  United  States  pursuant 
to  section  202?  and  any  remaining  balance  of  the  funds  set 
aside  in  the  -Treasury  for  payments  under  seetion  42b  of 
the  -Federal  Reserve  Aet  shall  be  eovered  into  miscellaneous 


receipts? 

AUTHORITY  TO  SEER  ASSETS  TO  8MAEL  BUSINESS 
INVESTMENT  COMPANIES 

SeOv  7R3t  Any  small  business  investment  company 
organized  under  this  Aet  may  purchase  from  any  Federal- 
Reserve  bank?  and  any  -Federal  Reserve  bank  is  authorized 
to  sell  to  any  such  eompany,  at  sueb  reasonable  price  as 
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may  be  agreed  upon,  any  or  ail  el  Ike  assets  heretofore  er 
hereafter  acquired  by  seek  Reserve  hank  under  the  pre¬ 
visions  el  section  48b  el  the  federal  Reserve  Acti 


TITLE  -V-I-II  CRIMINAL  PENALTIES 
SbOt  SOL  -faf  The  first  paragraph  el  section  2-47  el 
title  48y  United  States  Cede,  is  amended  by  inserting  alter 
“farm  credit  examiner,”  the  fofiewingr  ^for  el  any  small 
business  investment  company, ■ 

-(b)-  Section  24-8  el  snek  title  is  amended  by  inserting 
after  “National  Agricultural  Credit  Corporations,”  the  fol¬ 
lowings  ^for  an  examiner  el  small  business  k 


eempaniesrh 

Se07  802t  -(a)-  The  first  paragraph  el  section  224  of 
snek  title  is  amended  ky  inserting  alter  “United  States^ 
the  following :  Ar  a  small  business  investment  company,—. 

-(b)-  The  seeond  paragraph  el  suek  section  224  is 
amended  by  inserting  after  “Congress,”  the  following :  La 
any  small  business  investment  companyyk 

-(e)-  The  heading  el  seek  section  224  is  amended  by 
striking  eat  “farm  lean  er  land  bank”  and  inserting  in  lieu 
thereof  -%-rm  learn^  land  bank7  er  small  business”', 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 


35 


-(4)-  Fhe  table  ef  sections  for  chapter  44-  of  sued  title  4-8 
is  amended  by  striking  out  ‘-farm  lean  or  land  bank*-  is  the 
refer o no o  te  section  244-  asd  inserting  is  lies  thereof  “form 
lossy  lasd  hank-,  or  small  business*’? 

See.-  803?  Seeties  057-  of  sseh  title  is  amended  by  in¬ 
serting  after  “-Federal  Savings  asd  -Leas  Insurance  Corpora 

tkniy”  the  following :  ^fer  any  small  business  investment 
>} 


company 

SfiOr  804-7  Section  4-000  of  sseh  title  is  amended  by  in¬ 
serting  after  “Federal  Savings  and  Loan  Insurance  Corpora 
tionsy”  the  followings  any  small  business  investment 
company,”. 

SeGt  805.-  Section  4044  ef  sseh  title  is  amended  by 
after  -Federal  Reserve  bank;”  the 


ef  a  small  business  investment  company,”.- 
TITLE  I— SHORT  TITLE,  STATEMENT  OF  PUR¬ 
POSE,  AND  DEFINITIONS 


SHORT  TITLE 

Sec.  101.  This  Act,  divided  into  titles  and  sections 
according  to  the  following  table  of  contents,  may  he  cited  as 
the  “ Small  Business  Investment  Act  of  1958”. 
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Sec.  601.  Repeal  of  section  13b  of  Federal  Reseiwe  Act. 

Sec.  602.  Fund  for  management  counseling. 

Title  VII — Criminal  Penalities 

1  STATEMENT  OF  POLICY 

2  Sec.  102.  It  is  declared  to  be  the  'policy  of  the  Congress 

3  and  the  purpose  of  this  Act  to  improve  and  stimulate  the 

4  national  economy  in  general  and  the  small-business  segment 

5  thereof  in  particular  by  establishing  a  program  to  stimulate 

6  and  supplement  the  flow  of  private  equity  capital  and  long- 

7  term  loan  funds  which  small-business  concerns  need  for  the 
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sound  financing  of  their  business  operations  and  for  their 
growth,  expansion,  and  modernization,  and  which  are  not 
available  in  adequate  supply:  Provided,  however,  That  this 
policy  shall  be  carried  out  in  such  manner  as  to  insure  the 
maximum  participation  of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the  provisions 
of  this  Act  shall  be  so  administered  that  any  financial  as¬ 
sistance  provided  hereunder  shall  not  result  in  a  substantial 
increase  of  unemployment  in  any  area  of  the  country. 

DEFINITIONS 

Sec.  103.  (a)  As  used  in  this  Act — 

(1)  the  term  “Administration”  means  the  Small 
Business  Administration; 

(2)  the  term  “ Administrator ”  means  the  Adminis¬ 
trator  of  the  Small  Business  Administration; 

(3)  the  term  “ company ”  means  a  small  business 
investment  company  organized  as  provided  in  title  III; 

(4)  the  term  “United  States ”  means  the  several 
States,  the  Territories  of  Alaska  and  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Commonwealth  of  Puerto 
Pico; 

(5)  The  term  “small-business  concern ”  shall  have 
the  same  meaning  as  in  the  Small  Business  Act  of  1953. 
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(6)  the  term  “investment  companies”  means  in¬ 
vestment  companies  as  defined  in  section  3  of  the  In¬ 
vestment  Company  Act  of  1940  ivhich  are  subject  to 
the  provisions  of  that  Act;  and 

(7)  the  term  “State  and  local  development  com¬ 
panies ”  means  enterprises  incorporated  under  State  law 
with  the  authority  to  promote  and  assist  the  growth 
and  development  of  small-business  concerns  in  the  areas 
covered  by  their  operations. 

TITLE  II— SMALL  BUSINESS  INVESTMENT 
DIVISION  OF  THE  SMALL  BUSINESS  AD¬ 
MINISTRATION 

ESTABLISHMENT  OF  SMALL  BUSINESS  INVESTMENT 

DIVISION 

Sec.  201.  There  is  hereby  established  in  the  Small  Busi¬ 
ness  Administration  a  division  to  be  known  as  the  Small 
Business  Investment  Division.  The  division  shall  be  headed 
by  a  Deputy  Administrator  who  shall  be  appointed  by  the 
President,  by  and  with  the  advice  and  consent  of  the  Senate, 
and  shall  receive  compensation  at  the  rate  provided  by  law 
for  other  deputy  administrators  of  the  Small  Business  Ad¬ 
ministration.  The  powers  conferred  by  this  Act  upon  the 
Administration  shall  be  exercised  by  the  Administration 
through  the  Small  Business  Investment  Division,  and  the 
powers  herein  conferred  upon  the  Administrator  shall  be  ex- 
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1  er  cised  by  him  through  the  Deputy  Administrator  appointed 

2  hereunder.  In  the  performance  of,  and  with  respect  to  the 

3  functions,  powers,  and  duties  vested  in  him  by  this  Act,  the 

4  Administrator  shall  (in  addition  to  any  authority  otherwise 

5  vested  in  him  by  this  Act)  have  the  functions,  powers,  and 

6  duties  set  forth  in  sections  205  and  206  of  the  Small  Business 

7  Act  of  1953. 

8  PROVISION  OF  FUNDS 

9  Sec.  202.  ( a)  In  order  to  finance  activities  as  provided 

10  in  section  203,  the  Administration  is  authorized  and  em- 

11  powered  to  issue  to  the  Secretary  of  the  Treasury  notes  and 

12  other  obligations  in  an  amount  not  exceeding  $250,000,000 

13  outstanding  at  any  one  time:  Provided,  That  the  total 

14  amount  of  such  notes  and  other  obligations  which  may  be  out- 
1**  standing  during  the  first  year  after  enactment  shall  not  exceed 

15  $50,000,000,  and  during  the  second  year  after  enactment 
1^  shall  not  exceed  $150,000,000.  Such  notes  and  other  oibli- 
1®  gations  shall  be  in  such  forms  and  denominations,  have  such 

19  maturities,  and  be  subject  to  such  terms  and  conditions  as  may 

20  jje  prescribed  by  the  Administration,  with  the  approval  of  the 

21  Secretary  of  the  Treasury.  Such  notes  and  other  obligations 

22  shall  bear  interest  at  a  rate  determined  by  the  Secretary  of 

23  the  Treasury  which  shall  not  be  more  than  the  current  aver- 

24  age  yield  on  outstanding  marketable  obligations  of  the  United, 

25  States  of  comparable  maturities  as  of  the  last  day  of  the 
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month  preceding  the  issuance  of  such  notes  and  other  obliga¬ 
tions.  The  Secretary  of  the  Treasury  is  authorized  to  pur¬ 
chase  any  notes  and  other  obligations  of  the  Administration 
issued  hereunder  and  for  such  purpose  the  Secretary  of  the 
Treasury  is  authorized  to  use  as  a  public  debt  transaction 
the  proceeds  from  the  sale  of  any  securities  issued  under  the 
Second  Liberty  Bond  Act,  as  amended,  and  the  purposes  for 
which  securities  may  be  issued  under  such  Act  are  extended 
to  include  any  purchases  of  such  notes  and  other  obligations. 
The  Secretary  of  the  Treasury  may  at  any  time  sell  any  of 
the  notes  and  other  obligations  acquired  by  him  under  this 
section.  All  redemptions,  purchases,  and  sales  by  the  Secre¬ 
tary  of  the  Treasury  of  such  notes  and  other  obligations  shall 
be  treated  as  public  debt  transactions  of  the  United  States. 

(b)  Funds  borrowed  under  this  section  and  any  pro¬ 
ceeds  therefrom  shall  constitute  a  revolving  fund  which  may 
be  used  by  the  Administration  in  the  exercise  of  its  functions 
under  this  Act. 

(c)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the 
administrative  expenses  of  the  Administration. 

PURPOSES  OF  REVOLVING  FUND 

Sec.  203.  The  Administration  is  authorized  to  use  its 
revolving  fund — 

(1)  to  purchase  the  subordinated  debentures  of 
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small  business  investment  companies  as  provided  in 
section  302; 

(2)  to  make  loans  to  small  business  investment 
companies  as  provided  in  section  303;  and 

(3)  to  make  loans  to  State  and  local  development 
companies  as  provided  in  sections  501  and  502. 

TITLE  III— SMALL  BUSINESS  INVESTMENT 

COMPANIES 

ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT 

COMPANIES 

Sec.  301.  (a)  Small  business  investment  companies 
may  be  formed  for  the  purpose  of  operating  under  this  Act 
by  any  number  of  persons,  not  less  than  ten,  who  shall  sub¬ 
scribe  to  the  articles  of  incorporation  of  any  such  company: 
Provided,  That  no  such  company  shall  be  chartered  under 
this  section  after  June  30,  1961. 

(b)  The  articles  of  incorporation  of  any  small  business 
investment  company  shall  specify  in  general  terms  the  objects 
for  which  the  company  is  formed,  the  name  assumed  by  such 
company,  the  area  or  areas  in  which  its  operations  are  to  be 
carried  on,  the  place  where  its  principal  office  is  to  be  located, 
and  the  amount  and  classes  of  its  shares  of  capital  stock. 
Such  articles  may  contain  any  other  provisions  not  incon¬ 
sistent  with  this  Act  that  the  company  may  see  fit  to  adopt 
for  the  regulation  of  its  business  and  the  conduct  of  its 
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affairs.  Such  articles  and  any  amendments  thereto  adopted 
from  time  to  time  shall  he  subject  to  the  approval  of  the 
Administration. 

(c)  The  articles  of  incorporation  and  amendments 
thereto  shall  he  forwarded:  to  the  Administration  for  con¬ 
sideration  and  approval  or  disapproval.  In  determining 
whether  to  approve  the  establishment  of  such  a  company 
and:  its  proposed,  articles  of  incorporation,  the  Administration 
shall  give  due  regard,  among  other  things,  to  the  need  for 
the  financing  of  small-business  concerns  in  the  area  in  which 
the  proposed  company  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  company,  the 
number  of  such  companies  previously  organized  in  the 
United,  States,  and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the  Administration  may 
in  its  discretion  approve  the  articles  of  incorporation  and 
issue  a  permit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the  company  shall 
become  and  be  a  body  corporate,  and  as  such,  and  in  the 
name  designated  in  its  articles  shall  have  power — 

(1)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  for  a  period  of  thirty  years, 
unless  extended  as  provided  in  section  309  (f),  or 
unless  sooner  dissolved  by  the  act  of  the  shareholders 
owning  two-thirds  of  the  stock  or  by  an  Act  of  Congress, 
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or  unless  its  franchise  becomes  forfeited  by  some  viola¬ 
tion  of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in 
any  court  of  law  or  equity; 

(5)  by  its  board,  of  directors,  to  appoint  such  offi¬ 
cers  and  employees  as  may  be  deemed  proper,  define 
their  authority  and  duties,  fix  their  compensation,  re¬ 
quire  bonds  of  such  of  them  as  it  deems  advisable  and, 
fix  the  penalty  thereof,  dismiss  such  officers  or  employees, 
or  any  thereof,  at  pleasure,  and  appoint  others  to  fill 
their  places; 

(6)  to  adopt  bylaws  regulating  the  manner  in  tvhich 
its  stock  shall  be  transferred,  its  officers  and  employees 
appointed,  its  property  transferred,  and  the  privileges 
granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject 
to  the  approval  of  the  Administration; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any 
property  (real,  personal,  or  mixed)  whenever  necessary 
or  appropriate  to  the  carrying  out  of  its  lawful  f  unctions ; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United 
States  when  so  designated  by  the  Secretary  of  the 
Treasury; 

(10)  to  operate  in  such  area  or  areas  as  may  be 
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specified  in  its  articles  of  incorporation  and  approved 
by  the  Administration;  and 

(u)  to  exercise  the  other  powers  set  forth  in  this 
Act  and  such  incidental  powers  as  may  reasonably  be 
necessary  to  carry  on  the  business  for  which  the  company 
is  established. 

(e)  The  board  of  directors  of  each  small  business  invest¬ 
ment  company  shall  consist  of  nine  members  who  shall  be 
elected  annually  by  the  holders  of  the  shares  of  stock  of  the 
company. 

CAPITAL  STOCK  AND  SUBORDINATED  DEBENTURES 
Sec.  302.  (a)  Each  company  organized  under  this  Act 
shall  have  a  paid-in  capital  and  surplus  equal  to  at  least 
$ 300,000  before  it  shall  commence  business.  In  order  to 
facilitate  the  formation  of  small  business  investment  com¬ 
panies,  the  Administration  is  hereby  authorized,  notwith¬ 
standing  any  other  provisions  of  law,  to  purchase  the  deben¬ 
tures  of  any  such  company  in  an  amount  equal  to  not  more 
than  $150,000.  Any  debentures  purchased  by  the  Admin¬ 
istration  under  this  subsection  shall  be  subordinate  to  any 
other  debenture  bonds,  promissory  notes,  or  other  obligations 
which  may  be  issued  by  such  companies,  and  shall  be  deemed 
a  part  of  the  capital  and  surplus  of  such  companies  for  pur¬ 
poses  of  this  section  and  sections  303  (b)  and  306  of  this 
Act , 
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(b)  The  shares  of  stock  in  any  small  business  invest¬ 
ment  company  shall  be  eligible  for  purchase  by  member 
banks  of  the  Federal  Reserve  System ,  nonmember  insured 
banks,  financial  institutions,  insurance  companies,  corpora¬ 
tions,  partnerships,  or  other  persons.  In  no  event  shall  any 
member  bank  of  the  Federal  Reserve  System  or  any  non¬ 
member  insured  bank  hold  such  shares  in  small  business 
investment  companies  in  an  amount  aggregating  more  than 
1  percent  of  the  capital  and  surplus  of  such  bank. 

(c)  The  aggregate  amount  of  shares  in  any  such  com¬ 
pany  or  companies  which  may  be  owned  or  controlled  by 
any  stockholder,  or  by  any  group  or  class  of  stockholders, 
may  be  limited  by  the  Administration. 

BORROWING  POWER 

Sec.  303.  (a)  Each  small  business  investment  company 
shall  have  authority  to  borrow  money  and  to  issue  its 
debenture  bonds,  promissory  notes,  or  other  obligations  under 
such  general  conditions  and  subject  to  such  limitations  and 
regulations  as  the  Administration  may  prescribe. 

(b)  To  encourage  the  formation  and  growth  of  small 
business  investment  companies,  the  Administration  is 
authorized  to  lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shall  bear  interest  at  such 
rate,  and  contain  such  other  terms,  as  the  Administration 
may  fix.  The  total  amount  of  obligations  purchased  and 
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outstanding  at  any  one  time  by  the  Administration  under  this 
subsection  in  any  one  corny  any  shall  not  exceed  50  percent 
of  the  paid-in  capital  and  surplus  of  such  company. 

PROVISION  OF  EQUITY  CAPITAL  FOR  SMALL-BUSINESS 

CONCERNS 

Sec.  304.  (a)  It  shall  be  a  primary  function  of  each 
small  business  investment  company  to  provide  a  source  of 
needed  equity  capital  for  small-business  concerns  in  the  man¬ 
ner  and  subject  to  the  conditions  described  in  this  section. 

(b)  Capital  shall  be  provided  by  a  company  to  a  small- 
business  concern  under  this  section  only  through  the  purchase 
of  debenture  bonds  ( of  such  concern )  which  shall — 

( 1 )  bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  company  may  fix  with  the  approval 
of  the  Administration; 

(2)  be  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest ;  and 

(3)  be  convertible  at  the  option  of  the  company, 
or  a  holder  in  due  course,  up  to  and  including  the 
effective  date  of  any  call  by  the  issuer,  into  stock  of 
the  small-business  concern  at  the  sound  book  value  of 
such  stock  determined  at  the  time  of  the  issuance  of  the 
debentures. 

( c)  Before  any  capital  is  provided  to  a  small-business 
concern  under  this  section — 
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(1)  the  company  may  require  such  concern  to 
refinance  any  or  all  of  its  outstanding  indebtedness  so 
that  the  company  is  the  only  holder  of  any  evidence  of 
indebtedness  of  such  concern;  and 

(2)  except  as  provided  in  regulations  issued  by 
the  Administration,  such  concern  shall  agree  that  it  will 
not  thereafter  incur  any  indebtedness  without  first  se¬ 
curing  the  approval  of  the  company  and  giving  the 
company  the  first  opportunity  to  finance  such  indebted¬ 
ness . 

(d)  Whenever  a  company  provides  capital  to  a  small- 
business  concern  under  this  section,  such  concern  shall  be 
required  to  become  a  stockholder-proprietor  of  the  company 
by  investing  in  the  capital  stock  of  the  company,  in  an 
amount  equal  to  not  less  than  2  percent  nor  more  than 
5  percent  of  the  amount  of  the  capital  so  provided,  in  accord¬ 
ance  with  regulations  prescribed  by  the  Administrator ;  except 
that  the  Administrator  may  by  regulation  permit  any  such 
concern  to  defer  the  purchase  of  such  stock  for  a  period  of  not 
to  exceed  three  years. 

LONG-TERM  LOANS  TO  SMALL-BUSINESS  CONCERNS 
Sec.  305.  (a)  Each  company  is  authorized  to  make 
loans,  in  the  manner  and  subject  to  the  conditions  described 
in  this  section,  to  incorporated  and  unincorporated  small- 
business  concerns  in  order  to  provide  such  concerns  with 
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funds  needed  for  sound  financing ,  growth ,  modernization , 
and  expansion. 

(h)  Loans  made  under  this  section  may  he  made 
directly  or  in  cooperation  with  other  lending  institutions 
through  agreements  to  participate  on  an  immediate  or 
deferred  basis. 

(c)  The  maximum  rate  of  interest  for  the  company  s 
share  of  any  loan  made  under  this  section  shall  he  deter¬ 
mined  hy  the  Administration. 

(d)  Any  loan  made  under  this  section  shall  have  a  ma¬ 
turity  not  exceeding  thirty  years. 

(e)  Any  loan  made  under  this  section  shall  be  of  such 
sound  value,  or  so  secured,  as  reasonably  to  assure  repay¬ 
ment. 

(f)  Any  company  which  has  made  a  loan  to  a  small- 
business  concern  under  this  section  is  authorized  to  extend 
the  maturity  of  or  renew  such  loan  for  additional  periods,  not 
exceeding  ten  years,  if  the  company  finds  that  such  extension 
or  renewal  will  aid  in  the  orderly  liquidation  of  such  loan. 

AGGREGATE  LIMITATIONS 

Sec.  306.  Without  the  approval  of  the  Administration, 
the  aggregate  amount  of  obligations  and  securities  acquired 
and  for  which  commitments  may  be  issued  by  any  small 
business  investment  company  under  the  provisions  of  this 
Act  for  any  single  enterprise  shall  not  exceed  20  percent  of 
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the  combined  capital  and  surplus  of  such  small  business  in¬ 
vestment  company  authorized  by  this  Act. 

EXEMPTIONS 

Sec.  307.  (a)  Section  3  of  the  Securities  Act  of  1933,  as 
amended  (15  U.  S.  G.  77c),  is  hereby  amended  by  insert¬ 
ing  at  the  end  thereof  the  following  new  subsection  (c) : 

“(c)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in  the 
public  interest  and  for  the  protection  of  investors 

(b)  Section  304  of  the  Trust  Indenture  Act  of  1939 
(15  U.  S.  C.  77ddd)  is  hereby  amended  by  adding  the 
following  subsection  (e) : 

“(e)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  herein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  its  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
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this  Act  with  respect  to  such  securities  is  not  necessary  in 
the  public  interest  and  for  the  protection  of  investors  .” 

(c)  Section  IS  of  the  Investment  Company  Act  of 
1940  (15  U.  S.  C.  80a)  is  amended  by  adding  at  the  end 
thereof  the  following: 

“(k)  The  provisions  of  subparagraphs  (A)  and  (B)  of 
paragraph  (1)  of  subsection  (a)  of  this  section  shall  not 
apply  to  investment  companies  operating  under  the  Small 
Business  Investment  Act  of  1958.” 

TAX  PROVISIONS 

Sec.  308.  (a)  Section  165  of  the  Internal  Revenue 
Code  of  1954  (relating  to  deduction  for  losses)  is  amended 
by  adding  at  the  end  of  subsection  (h)  the  following  new 
paragraphs : 

“(3)  For  special  rule  for  losses  on  stock  in  a  small 
business  investment  company,  see  section  1242. 

“(4)  For  special  rule  for  losses  of  a  small  business 
investment  company,  see  section  1243.” 

(b)  Subchapter  P  of  the  Internal  Revenue  Code  of 

1954  is  amended  by  adding  at  the  end,  thereof  the  following 

new  sections: 

“SEC.  1242.  LOSSES  ON  SMALL  BUSINESS  INVESTMENT  COM¬ 
PANY  STOCK. 

“In  the  case  of  a  taxpayer  if — 

“( 1 )  A  loss  is  on  stock  in  a  small  business  invest¬ 
ment  company  operating  under  the  Small  Business  In¬ 
vestment  Act  of  1958,  and 
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“(2)  Such  loss  would  (but  for  this  section)  be 
treated  as  a  loss  from  the  sale  or  exchange  of  a  capital 
asset, 

then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or 
exchange  of  an  asset  which  is  not  a  capital  asset. 

“SEC.  1243.  LOSS  OF  SMALL  BUSINESS  INVESTMENT  COMPANY. 
“In  the  case  of  a  small  business  investment  company, 

if ~ 

“(1)  A  loss  is  on  convertible  debentures  (including 
stock  received  pursuant  to  the  conversion  privilege) 
acquired  pursuant  to  section  304  of  the  Small  Business 
Investment  Act  of  1958,  and 

“(2)  Such  loss  would  (but  for  this  section)  be 
treated  as  a  loss  from  the  sale  or  exchange  of  a  capital 
asset, 

then  such  loss  shall  be  treated  as  a  loss  from  the  sale  or  ex¬ 
change  of  an  asset  which  is  not  a  capital  asset  .” 

(c)  Section  243  of  the  Internal  Revenue  Code  of  1954 
(relating  to  dividends  received  by  corporations)  is  amended 
as  follows: 

(1)  by  striking  from  subsection  (a)  the  following 
language  “In  the  case  of  a  corporation”  and  inserting 
in  lieu  thereof  the  following  language  “In  the  case  of 
a  corporation  (other  than  a  small  business  investment 
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1  company  operating  under  the  Small  Business  Investment 

2  Act  of  1958)”. 

3  (2)  By  adding  at  the  end  thereof  the  folloiving 

4  new  subsection: 

5  “(c)  Small  Business  Investment  Company  — 

6  In  the  case  of  a  small  business  investment  company,  there 

7  shall  be  allowed  as  a  deduction  an  amount  equal  to  100  per- 

8  cent  of  the  amount  received  as  dividends  (other  than  divi- 

9  dends  described  in  paragraph  (1)  of  section  244,  relating 

10  to  dividends  on  preferred  stock  of  a  public  utility)  from  a 

11  domestic  corporation  which  is  subject  to  taxation  under  this 

12  chapter” 

13  (d)  Section  246  (b)  (1)  of  the  Internal  Revenue 

14  Code  of  1954  (relating  to  limitation  on  aggregate  amount 

15  of  deductions  for  dividends  received)  is  amended  by  striking 

16  u243”  wherever  appearing  and  inserting  in  lieu  thereof 

17  “243  (a)  and  (b)’\ 

18  MISCELLANEOUS 

19  Sec.  309.  (a)  Wherever  practicable  the  operations  of 

20  a  small  business  investment  company,  including  the  genera- 

21  tion  of  business,  may  be  undertaken  in  cooperation  with 

22  banks  or  other  financial  institutions,  and  any  servicing  or 

23  initial  investigation  required  for  loans  or  acquisitions  of 

24  securities  by  the  company  under  the  provisions  of  this  Act 

25  may  be  handled  through  such  banks  or  other  financial 
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institutions  on  a  fee  basis.  Any  small  business  investment 
company  may  receive  fees  for  services  rendered  to  banks  or 
other  financial  institutions. 

(b)  Each  small  business  investment  company  may  make 
use ,  wherever  practicable,  of  the  advisory  services  of  the 
Federal  Reserve  System  and  of  the  Department  of  Commerce 
which  are  available  for  and  useful  to  industrial  and  com¬ 
mercial  businesses,  and  may  provide  consulting  and  advisory 
services  on  a  fee  basis  and  have  on  its  staff  persons  competent 
to  provide  such  services.  Any  Federal  Reserve  bank  is  au¬ 
thorized  to  act  as  a  depository  or  fiscal  agent  for  any  com¬ 
pany  organized  under  this  Act.  Such  companies  may  invest 
funds  not  reasonably  needed  for  their  current  operations  in 
direct  obligations  of,  or  obligations  guaranteed  as  to  principal 
and  interest  by,  the  United  States. 

(c)  The  Administration  is  authorized  to  prescribe  regu¬ 
lations  governing  the  operations  of  small  business  investment 
companies,  and  to  carry  out  the  provisions  of  this  Act,  in  ac¬ 
cordance  with  the  purposes  of  this  Act.  Each  small  business 
investment  company  shall  be  subject  to  examinations  made 
by  direction  of  the  Administration  by  examiners  selected  or 
approved  by  the  Administration,  and  the  cost  of  such  exam¬ 
inations,  including  the  compensation  of  the  examiners,  may 
in  the  discretion  of  the  Administration  be  assessed  against  the 
company  examined  and  when  so  assessed  shall  be  paid  by 
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such  company.  Every  such  company  shall  make  such  re¬ 
ports  to  the  Administration  at  such  times  and  in  such  form  as 
the  Administration  may  require;  except  that  the  Adminis¬ 
tration  is  authorized  to  exempt  from  making  such  reports 
any  such  company  which  is  registered  under  the  Investment 
Company  Act  of  1940  to  the  extent  necessary  to  avoid 
duplication  in  reporting  requirements. 

(d)  Should  any  small  business  investment  company  vio¬ 
late  or  fail  to  comply  with  any  of  the  provisions  of  this  Act 
or  of  regulations  prescribed  hereunder,  all  of  its  rights,  privi¬ 
leges,  and  franchises  derived  therefrom  may  thereby  be  for¬ 
feited.  Before  any  such  company  shall  be  declared  dissolved, 
or  its  rights,  privileges,  and  franchises  forfeited,  any  non- 
compliance  with  or  violation  of  this  Act  shall  be  determined, 
and  adjudged  by  a  court  of  the  United  States  of  competent 
jurisdiction  in  a  suit  brought  for  that  purpose  in  the  district, 
territory,  or  other  place  subject  to  the  jurisdiction  of  the 
United  States,  in  which  the  principal  office  of  such  company 
is  located.  Any  such  suit  shall  be  brought  by  the  United 
States  at  the  instance  of  the  Administration  or  the  Attorney 
General. 

(e)  Whenever  in  the  judgment  of  the  Administra¬ 
tion  any  person  has  engaged  or  is  about  to  engage  in  any 
acts  or  practices  which  constitute  or  will  constitute  a  viola¬ 
tion  of  any  provision  of  this  Act  or  of  any  regulation  there- 
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under,  the  Administration  may  make  application  to  the 
proper  district  court  of  the  United  States,  or  a  United 
States  court  of  any  Territory  or  other  place  subject  to  the 
jurisdiction  of  the  United  States,  for  an  order  enjoining  such 
acts  or  practices,  or  for  an  order  enforcing  compliance  with 
such  provision  or  regulation,  and  such  courts  shall  have 
jurisdiction  of  such  actions  and,  upon  a  showing  by  the  Ad¬ 
ministration  that  such  person  has  engaged  or  is  about  to 
engage  in  any  such  acts  or  practices,  a  permanent  or 
temporary  injunction,  restraining  order,  or  other  order, 
shall  be  granted  without  bond. 

(f)  Any  small  business  investment  company  may  at  any 
time  within  the  two  years  next  previous  to  the  date  of  the 
expiration  of  its  corporate  existence,  by  a  vote  of  the  share¬ 
holders  owning  two-thirds  of  its  stock,  apply  to  the  Admin¬ 
istration  for  approval  to  extend  the  period  of  its  corporate  ex¬ 
istence  for  a  term  of  not  more  than  thirty  years,  and  upon 
approval  of  the  Administration,  as  provided  in  section  301 
hereof,  such  company  shall  have  its  corporate  existence  ex¬ 
tended  for  such  approved  period  unless  sooner  dissolved  by 
the  act  of  the  shareholders  owning  two-thirds  of  its  stock, 
or  by  an  Act  of  Congress,  or  unless  its  franchise  becomes 
forfeited  as  herein  provided. 

(g)  Nothing  in  this  Act  or  in  any  other  provision  of 
law  shall  be  deemed  to  impose  any  liability  on  the  United 
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1  States  with  respect  to  any  obligations  entered  into,  or  stocks 

2  issued,  or  commitments  made,  by  any  company  organized 

3  under  this  Act. 

4  APPROVING  STATE  CHARTERED  COMPANIES  FOR 

5  OPERATIONS  UNDER  THIS  ACT 

6  Sec.  310.  Any  investment  company  chartered  under  the 

7  laws  of  any  State  expressly  for  the  purpose  of  operating 

8  under  this  Act  may  with  the  approval  of  the  Administrator 

9  be  permitted  to  operate  under  the  provisions  of  this  Act. 

10  Upon  such  approval,  which  shall  be  given  with  due  regard 

11  to  the  factors  specified  in  section  301  (c)  with  respect  to 

12  organization  of  small  business  investment  companies,  such 

13  State  investment  company  shall  have  the  same  powers  and 

14  privileges  and  shall  be  subject  to  the  same  duties,  liabilities, 

15  and  regulations,  in  all  respects,  as  are  prescribed  by  this  Act 

16  for  companies  organized  under  section  301  as  small  business 

17  investment  companies. 

18  TITLE  IV— CONVERSION  OF  STATE  CHAR- 

19  TERED  INVESTMENT  COMPANIES  AND 

20  STATE  DEVELOPMENT  COMPANIES 

21  Sec.  401.  (a)  Prior  to  July  1,  1961,  any  investment 

22  company  or  any  State  development  company  may,  by  the 

23  vote  of  the  shareholders  owning  not  less  than  51  percent  of 

24  the  capital  stock  of  such  company,  with  the  approval  of  the 

25  Administration,  be  converted  into  a  small  business  invest- 
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ment  company  under  this  Act;  except  that  nothing  contained 
herein  shall  he  construed  to  supersede  the  laws  of  any  State. 

(h)  In  such  case  the  articles  of  association  and  organi¬ 
zation  certificate  may  he  executed  hy  a  majority  of  the 
directors  of  the  corporation,  and  the  certificate  shall  declare 
that  the  owners  of  51  percent  of  the  capital  stock  have 
authorized  the  directors  to  make  such  certificate  and  to 
change  or  convert  the  corporation  into  a  small  business  in¬ 
vestment  company.  A  majority  of  the  directors,  after  exe¬ 
cuting  the  articles  of  association  and  the  organization  certifi¬ 
cate,  shall  have  power  to  execute  all  other  papers  and  to 
do  whatever  may  he  required  to  make  its  organization  per¬ 
fect  and  complete  as  a  small  business  investment  company. 
The  shares  of  any  such,  company  may  continue  to  he  for  the 
same  amount  each  as  they  were  before  the  conversion,  and 
the  directors,  regardless  of  number,  may  continue  to  he 
directors  of  the  corporation  until  the  election  of  the  hoard 
of  directors  is  held  in  accordance  with  regulations  of  the 
Administration. 

(c)  When  the  Administration  has  given  to  such  com¬ 
pany  a  certificate  that  the  provisions  of  this  Act  have  been 
complied  with,  such  company  shall  have  the  same  powers  and 
privileges  and  shall  he  subject  to  the  same  duties,  liabilities, 
and  regulations,  in  all  respects,  as  are  prescribed  by  this 
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Act  for  companies  originally  organized  as  small  business 
investment  companies. 

TITLE  V— LOANS  TO  STATE  AND  LOCAL 
DEVELOPMENT  COMPANIES 

Sec.  501.  (a)  The  Administration  is  authorized  to 
make  loans  to  State  and  local  development  companies  to 
assist  in  carrying  out  the  purposes  of  this  Act ;  except  that 
no  such  loan  shall  be  made  to  any  local  development  company 
after  June  30,  1961.  Any  funds  advanced  under  this  sub¬ 
section  shall  be  in  exchange  for  obligations  of  the  development 
company  which  bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  Administration  may  fix,  and  funds  may 
be  so  advanced  without  regard  to  the  use  and  investment 
by  the  development  company  of  funds  secured  by  it  from 
other  sources. 

(b)  The  total  amount  of  obligations  purchased  and  out¬ 
standing  at  any  one  time  by  the  Administration  under  this 
section  from  any  one  State  or  local  development  company 
shall  not  exceed  the  total  amount  borrowed  by  it  from  all 
other  sources. 

Sec.  502.  The  Administration  may,  in  addition  to  its 
authority  under  section  501,  make  loans  for  plant  construc¬ 
tion,  conversion  or  expansion,  including  the  acquisition  of 
land,  to  State  and  local  development  companies,  and  such 
loans  may  be  made  or  effected  either  directly  or  in  coopera- 
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tion  with  banks  or  other  lending  institutions  through  agree¬ 
ments  to  'participate  on  an  immediate  or  deferred  basis:  Pro¬ 
vided,  however,  That  the  foregoing  powers  shall  be  subject  to 
the  following  restrictions  and  limitations: 

(1)  All  loans  made  shall  be  so  secured  as  reasonably 
to  assure  repayment.  In  agreements  to  participate  in  loans 
on  a  deferred  basis  under  this  subsection,  such  participation 
by  the  Administration  shall  not  be  in  excess  of  90  per  centum 
of  the  balance  of  the  loan  outstanding  at  the  time  of  disburse¬ 
ment. 

(2)  The  proceeds  of  any  such  loan  shall  be  used  solely 
by  such  borrower  to  assist  an  identifiable  small-business  con¬ 
cern  and  for  a  sound  business  purpose  approved  by  the  Ad¬ 
ministration. 

(3)  Loans  made  by  the  Administration  under  this  sec¬ 
tion  shall  be  limited  to  $250,000  for  each  such  identifiable 
small-business  concern. 

(4)  Any  development  company  assisted  under  this  sec¬ 
tion  must  meet  criteria  established  by  the  Administration,  in¬ 
cluding  the  extent  of  participation  to  be  required  or  amount 
of  paid-in  capital  to  be  used  in  each  instance  as  is  determined 
to  be  reasonable  by  the  Administration. 

(5)  No  loans,  including  extensions  or  renewals  thereof, 
shall  be  made  by  the  Administration  for  a  period  or  periods 
exceeding  ten  years  plus  such  additional  period  as  is  estimated, 
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may  be  required  to  complete  construction,  conversion,  or  ex¬ 
pansion,  but  the  Administration  may  extend  the  maturity  of 
or  renew  any  loan  made  pursuant  to  this  section  beyond  the 
period  stated  for  additional  periods,  not  to  exceed  ten  years,  if 
such  extension  or  renewal  will  aid  in  the  orderly  liquidation 
of  such  loan.  Any  such  loan  shall  bear  interest  at  a  rate  fixed 
by  the  Administration. 

(6)  No  loan  shall  be  made  under  this  section  to  any  local 
development  company  after  June  30,  1961. 

TITLE  VI— CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

REPEAL  OF  SECTION  13b  OF  THE  FEDERAL  RESERVE  ACT 
Sec.  601.  Effective  one  year  after  the  date  of  enact¬ 
ment  of  this  Act,  section  13b  of  the  Federal  Reserve  Act 
(12  U.  S.  C.  352a)  is  hereby  repealed;  but  such  repeal 
shall  not  affect  the  power  of  any  Federal  Reserve  bank  to 
carry  out,  or  protect  its  interest  under,  any  agreement 
theretofore  made  or  transaction  entered  into  in  carrying  on 
operations  under  that  section. 

FUND  FOR  MANAGEMENT  COUNSELING 
Sec.  602.  (a)  Within  sixty  days  after  the  enactment 
of  this  Act,  each  Federal  Reserve  bank  shall  pay  to  the 
United  States  the  aggregate  amount  which  the  Secretary 
of  the  Treasury  has  heretofore  paid  to  such  bank  under  the 
provisions  of  section  13b  of  the  Federal  Reserve  Act ;  and 
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such  'payment  shall  constitute  a  full  discharge  of  any  obliga¬ 
tion  or  liability  of  the  Federal  Reserve  bank  to  the  United 
States  or  to  the  Secretary  of  the  Treasury  arising  out  of  sub¬ 
section  (e)  of  said  section  13b  or  out  of  any  agreement 
thereunder. 

(b)  The  amounts  repaid  to  the  United  States  pursuant 
to  subsection  (a)  of  this  section  shall  be  covered  into  a  special 
fund  in  the  Treasury  which  shall  be  available  for  grants 
under  section  207  (c)  of  the  Small  Business  Act  of  1953. 
Any  remaining  balance  of  funds  set  aside  in  the  Treasury  for 
payments  under  section  13b  of  the  Federal  Reserve  Act  shall 
be  covered  into  the  Treasury  as  miscellaneous  receipts. 

(c)  Section  207  of  the  Small  Business  Act  of  1953  is 
amended  by  adding  at  the  end  thereof  a  new  subsection  as 
follows: 

“(c)  The  Administration  also  is  empowered  to  make 
grants  to  any  State  government,  or  any  agency  thereof, 
State  chartered  development  credit  or  finance  corporations, 
land-grant  colleges  and  universities,  and  colleges  and  schools 
of  business,  engineering,  commerce,  or  agricultural  studies, 
research,  and  counseling  concerning  the  managing,  financing, 
and  operation  of  small-business  enterprises  and  technical 
and  statistical  information  necessary  thereto  in  order  to  carry 
out  the  purposes  of  subsection  (b)  (4)  of  this  section  by 
coordinating  such  information  with  existing  information  fa- 
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cilities  within  the  State  and  by  making  such  information 
available  to  State  and  local  agencies.  Only  one  such  grant 
shall  be  made  within  any  one  State  in  any  one  year,  and  no 
such  grant  shall  exceed  an  aggregate  amount  of  $ 40,000 . 
Such  grants  shall  be  made  from  the  fund  established  in  the 
Treasury  by  section  602  (b)  of  the  Small  Business  Invest¬ 
ment  Act  of  1958.” 

TITLE  VII— CRIMINAL  PENALTIES 

Sec.  701.  (a)  The  first  paragraph  of  section  217  of 
title  18,  United  States  Code,  is  amended  by  inserting  after 
“farm  credit  examiner,”  the  following:  “or  of  any  small 
business  investment  company,” . 

(b)  Sectioii  218  of  such  title  is  amended  by  inserting 
after  “ National  Agricultural  Credit  Corporations,”  the  fol¬ 
lowing:  “or  an  examiner  of  small  business  investment 
companies,” . 

Sec.  702.  (a)  The  first  paragraph  of  section  221  of 
title  18,  United  States  Code,  is  amended  by  inserting  after 
“ United  States ,”  the  following:  “or  a  small  business  invest¬ 
ment  company,” . 

(b)  The  second  paragraph  of  such  section  221  is 
amended  by  inserting  after  “Congress,”  the  following:  “or 
any  small  business  investment  company,” . 

(c)  The  heading  of  such  section  221  is  amended  by 
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striking  out  “farm  loan  or  land  bank”  and  inserting  in  lieu 
thereof  “farm  loan,  land  bank,  or  small  business” . 

(d)  The  table  of  sections  for  chapter  11  of  such  title  18 
is  amended  by  striking  out  “ farm  loan  or  land  bank”  in  the 
reference  to  section  221  and  inserting  in  lieu  thereof  “farm 
loan,  land  bank,  or  small  business” . 

Sec.  703.  Section  657  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “Federal  Savings  and  Loan 
Insurance  Corporation,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,” . 

Sec.  704.  Section  1006  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “ Federal  Savings  and  Loan 
Insurance  Corporation,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,” . 

Sec.  705.  Section  1014  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “a  Federal  Reserve  bank,” 
the  following:  “or  of  a  small  business  investment  company,” . 
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85th  CONGRESS 
2d  Session 


Calendar  No.  1 683 

S.  3651 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  6, 1958 

Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Capehart  to  the  bill  (S.  3651 ) 
to  make  equity  capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and  for  other  purposes, 
viz: 

1  On  page  37,  delete  subsection  103  (a)  (3)  and  insert 

2  in  lieu  thereof,  the  following : 

3  “(3)  the  terms  ‘small  business  investment  com- 

4  panies’ ;  ‘company’;  ‘small  business  investment  com- 

5  pany’;  ‘company  organized  under  this  Act’;  mean  a 

6  small  business  investment  company  or  companies,  char- 

7  tered  under  State  laws  for  the  purpose  of  operating 

8  under  this  Act  and  authorized  by  the  Administration, 

9  as  provided  in  Title  III,  to  operate  under  this  Act;” 

10  On  page  38,  delete  subsection  103  (a)  (6) . 
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On  page  41,  delete  the  word  “Organization”  from  the 
subtitle  to  section  301,  and  insert  in  lieu  thereof,  the  word 
“Qualification”. 

On  page  41,  delete  subsection  301  (a),  and  insert  in 
lieu  thereof,  the  following: 

“Sec.  301.  (a)  Small  business  investment  companies 
formed  by  any  number  of  persons,  not  less  than  ten,  char¬ 
tered  under  State  laws  for  the  purpose  of  operating  under 
this  Act,  may  be  authorized  by  the  Administration  to  operate 
under  this  Act.” 

On  page  42,  delete  the  last  sentence  of  subsection 
301  (b). 

On  pages  42  and  43,  delete  all  of  subsection  301  (c) 
and  the  initial  portion  of  subsection  301  (d)  to  and  includ¬ 
ing  subparagraph  “(2)”  thereof;  and  insert  in  lieu  thereof, 
the  following: 

“(c)  The  articles  of  incorporation  and  amendments 
thereto  shall  be  forwarded  to  the  Administration  for  con¬ 
sideration.  In  determining  whether  to  authorize  such  a 
company  to  operate  under  this  Act,  the  Administration  shall 
give  due  regard,  among  other  things,  to  the  need  for  the 
financing  of  small-business  concerns  in  the  area  in  which  the 
proposed  company  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  company,  the 
number  of  such  companies  previously  organized  in  the  United 
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States,  and  the  volume  of  their  operations.  After  considera¬ 
tion  of  all  relevant  factors,  the  Administration  may  in  its 
discretion  grant  authority  to  such  a  company  to  operate 
under  this  Act. 

“(d)  Prior  to  the  grant  of  such  authority,  the  company 
must  have  power — 

“  (1)  to  adopt  and  use  a  corporate  seal; 

“  (2)  to  have  succession  for  a  period  of  thirty 

years.” 

On  page  44,  delete  subsection  301  (e) . 

On  page  54,  delete  from  lines  12  and  13,  in  the  second 
sentence  of  subsection  309  (d),  the  following  words  and 
pimctuation:  “company  shall  be  declared  dissolved,  or  its 
rights,  privileges,  and  franchises  forfeited,”;  and  insert  in 
lieu  thereof,  the  following  word  and  punctuation :  “for¬ 
feiture,”. 

On  page  55,  delete  subsection  309  (f) . 

On  page  56,  delete  section  310,  including  its  subtitle. 
On  pages  56,  57,  and  58,  delete  all  of  Title  IV, 
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85th  CONGRESS 
2d  Session 


Calendar  No.  1 683 

S.  3651 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  6, 1958 

Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Capehart  to  the  bill  (S.  3651) 
to  make  equity  capital  and  long-term  credit,  more  readily 
available  for  small-business  concerns,  and  for  other  purposes, 
viz: 

1  On  page  58,  delete  all  of  section  501,  and  insert  in  lieu 

2  thereof,  the  following : 

3  “Sec.  501.  The  Administration  is  empowered  to  make 

4  loans  to  State  development  corporations,  which  shall  be  evi- 

5  denced  by  debentures,  promissory  notes,  or  other  obligations 

6  containing  such  conditions  and  in  such  form  as  may  be 

7  approved  by  the  Administration,  subject  to  the  following 

8  limitations : 

9  “(1)  Any  funds  loaned  to  a  development  corporation 
10  under  this  subsection  must  be  used  solely  for  the  purpose  of 
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1  assisting  small-business  concerns  and  in  accordance  with 

2  regulations  promulgated  by  the  Administration. 

3  “  (2)  No  loans  including  extensions  or  renewals  thereof 

4  may  be  made  by  the  Administration  for  a  period  or  periods 

5  exceeding  ten  years  that  any  loan  made  for  the  purposes  of 

6  constructing  facilities  may  have  a  maturity  of  ten  years  plus 

7  such  additional  period  as  is  estimated  may  be  required  to 

8  complete  such  construction:  Provided,  That  the  Administra- 

9  tion  may  extend  the  maturity  of  or  renew  any  loan  made 

10  pursuant  to  this  subsection  beyond  the  period  stated  for  addi- 

11  tional  periods  not  to  exceed  ten  years. 

12  “(3)  Loans  made  by  the  Administration  under  this 

13  subsection  to  each  State  development  corporation  shall  not 

14  exceed  the  total  amount  borrowed  by  it  from  all  other  sources. 

15  “(4)  The  Administration  shall  require,  to  the  extent 
1®  feasible,  that  the  funds  borrowed  under  this  subsection  shall 
1'  be  treated  pari  passu  with  those  funds  borrowed  by  the  State 
1®  development  corporations,  regardless  of  source,  having  the 

highest  priority.” 

On  page  60,  lines  4  and  5,  delete  from  the  end  of  the 

91 

first  sentence  of  paragraph  (5)  of  section  502,  the  following 

22 

punctuation  and  words:  “,  if  such  extension  or  renewal 
will  aid  in  the  orderly  liquidation  of  such  loan.”. 
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85th  CONGRESS 
2d  Session 


Calendar  No.  1 683 

S.  3651 


IN  THE  SENATE  OE  THE  UNITED  STATES 

June  6, 1958 

Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Capehart  to  the  bill  (S.  3651) 
to  make  equity  capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and  for  other  purposes, 
viz: 

1  On  page  44,  delete  subsection  302  (a) ,  and  insert  in 

2  lieu  thereof,  the  following : 

3  “Seo.  302.  (a)  Each  company  organized  under  this 

4  Act  shall  have  a  paid-in  capital  and  surplus  equal  to  at 

5  least  $150,000  before  it  shall  commence  business.  In  order 

6  to  facilitate  the  formation  of  small  business  investment  com- 

7  panies,  the  Administration  is  hereby  authorized,  notwith- 

8  standing  any  other  provisions  of  law,  to  purchase  the  deben- 

9  tures  of  any  such  company,  with  maturities  of  not  more  than 
10  twenty  years,  in  an  amount  equal  to  not  more  than  the  paid- 
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in  capital  and  surplus  of  the  company.  Any  debentures 
purchased  by  the  Administration  under  this  subsection  shall 
be  subordinate  to  any  other  debenture  bonds,  promissory 
notes,  or  other  obligations  of  such  company  to  its  creditors, 
to  the  extent  prescribed  by  the  Administrator.” 

On  page  45,  line  23,  in  the  first  sentence  of  subsection 
303  (b),  insert  after  the  word  “obligations”,  the  following 
words  and  punctuation:  “,  with  maturities  of  not  more  than  ( 
ten  years  but  extendible  or  renewable  by  the  Administration 
for  additional  periods  not  exceeding  ten  years,” ;  and  on  page 
46,  line  2,  insert  after  the  word  “subsection”,  the  following 
words  and  reference:  “and  subsection  302  (a)  ”,  and,  insert 
after  the  word  “exceed”,  the  words:  “two  times”,  and,  in 
both  lines  2  and  3,  delete  the  figure  and  words:  “50  percent 
of”. 
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85th  CONGRESS 
2d  Session 


Calendar  No.  1 683 


S.  3651 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  6, 1958 

Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 

intended  to  be  proposed  by  Mr.  Capehart  to  the  bill  (S.  3651) 
to  make  equity  capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and  for  other  purposes, 
viz: 

1  On  pages  39,  40,  and  41,  delete  subsections  202  (a)  and 

2  (b)  and  section  203;  and  identify  subsection  202  (c)  as  sub- 

3  section  “  (b)  ” ;  and  insert  the  following  substitutional  heading 

4  (for  section  202)  and  subsection  202  (a)  : 

5  “PROVISION  AND  PURPOSES  OF  FUNDS 

6  “Sec.  202.  (a)  Subsection  (b)  of  section  204  of  the 

7  Small  Business  Act  of  1953  is  hereby  amended  as  follows: 

8  “  ( 1 )  The  figure  ‘$530,000,000’  shall  be  deleted  wher- 

9  ever  it  appears  in  such  subsection  and  in  lieu  thereof  there 
10  shall  be  substituted  the  figure  ‘$750,000,000’. 


6-6-58 - H 


2 


1  “(2)  The  word  and  reference  ‘and  (b)  (3)’  at  the 

2  end  of  the  fourth  sentence  in  such  subsection  shall  be  deleted 

Xj*  L  *VP*  K#...:  * 

3  and  in  lieu  thereof  shall  be  substituted  the  following  refer- 

4  ences,  words,  and  punctuation:  ‘(b)  (3) ,  and  in  the  exercise 

5  of  functions  of  the  Administration  under  the  Small  Business 
G  Investment  Act  of  1958’. 

7  “(3)  The  figure  ‘$305,000,000’  appearing  in  the  fifth 

8  sentence  in  such  subsection  shall  be  deleted  and  in  lieu 

9  thereof  there  shall  be  substituted  the  figure  ‘$525,000,000’. 
.10  Further,  the  period  at  the  end  of  such  sentence  shall  be  de¬ 
ll  leted  and  there  shall  be  inserted  the  following  additional 

12  reference:  ‘and  in  the  exercise  of  functions  of  the  Adminis- 

13  tration  under  the  Small  Business  Investment  Act  of  1958’.” 
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85th  CONGRESS 
2d  Session 


Calendar  No.  1 683 

S.  3651 


IN  THE  SENATE  OE  THE  UNITED  STATES 

June  6, 1958 

Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Capeiiart  to  the  bill  (S.  3651) 
to  make  equity  capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and  for  other  purposes, 
viz: 

1  On  page  38,  delete  line  19,  and  insert  in  lien  thereof 

2  the  word  “Administrator”. 

3  On  page  39,  delete  from  lines  3  and  5,  the  words  “in 

4  him”;  insert  in  hue  4  after  “Administrator”  the  words  “and 

5  the  Administration”;  delete  from  line  6  the  words  and  num- 

6  bers  “sections  205  and  206  of”;  and  in  line  7  replace  the 

7  period  with  a  comma  and  add,  “and  the  provisions  of  sec- 

8  tions  209  and  219  of  that  Act,  insofar  as  applicable,  are 

9  extended  to  apply  to  the  functions  of  the  Administrator  and 
10  the  Administration  under  this  Act.” 
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85th  CONGRESS 
2d  Session 


Calendar  No.  1683 

S.  3651 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  6, 1958 

Ordered  to  lie  on  the  table  and  to  be  printed 


AMENDMENTS 

Intended  to  be  proposed  by  Mr.  Capehart  to  the  bill  (S.  3651) 
to  make  equity  capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and  for  other  purposes, 
viz: 

1  On  page  46,  line  6,  delete  from  subsection  304  (a)  the 

2  words  “a  primary”,  and  insert  in  lieu  thereof,  the  words: 

3  “the  sole”. 

4  On  page  47,  insert  the  following  as  subsection  304  (e)  : 

5  “(e)  The  amount  of  investment  of  a  company  in  the 

6  stock  of  small  business  concerns,  acquired  by  conversion  of 

7  debentures,  shall  not  exceed  the  total  paid-in  capital  and 

8  surplus  of  the  company,  except  with  the  approval  of  the 

9  Administrator.” 

10  On  pages  47  and  48,  delete  section  305,  including  its 

11  subtitle. 
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AN  ACT 

To  make  equity  capital  and  long- term  credit  more  readilv 


85th  CONGRESS 
2d  Session 


S.  3651 


IN  THE  SENATE  OF  THE  UNITED  STATES 

June  9, 1958 

Ordered  printed  as  passed 


AN  ACT 

To  make  equity  capital  and  long-term  credit  more  readily  avail¬ 
able  for  small-business  concerns,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  iives  of  the  United  States  of  America  in  Congress  assembled, 

3  TITLE  I— SHORT  TITLE,  STATEMENT  OF  PUR- 

4  POSE,  AND  DEFINITIONS 

5  SHORT  TITLE 

6  Sec.  101.  This  Act,  divided  into  titles  and  sections 

7  according  to  the  following  table  of  contents,  may  be  cited  as 

8  the  “Small  Business  Investment  Act  of  1958”. 

I— O 
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TABLE  OF  CONTENTS 

Title  I — Short  Title,  Statement  of  Policy  and  Definitions. 

Sec.  101.  Short  title. 

Sec.  102.  Statement  of  policy. 

Sec.  103.  Definitions. 

Title  II — Small  Business  Investment  Division  of  the  Small 
Business  Administration 

Sec.  201.  Establishment  of  Small  Business  Investment  Division. 

Sec.  202.  Provision  of  funds. 

Sec.  203.  Purposes  of  revolving  fund. 

Title  III — Small  Business  Investment  Companies 

Sec.  301.  Organization  of  small  business  investment  companies. 

Sec.  302.  Capital  stock  and  subordinate  debentures. 

Sec.  303.  Borrowing  power. 

Sec.  304.  Provision  of  equity  capital  for  small-business  cpncerns. 

Sec.  305  Long-term  loans  to  small-business  concerns. 

Sec.  306  Aggregate  limitations. 

Sec.  307.  Exemptions. 

Sec.  308.  Tax  provisions. 

Sec.  309.  Miscellaneous. 

Sec.  310.  Approving  State  chartered  companies  for  operations  under  this 

Act. 

Title  IV — Conversion  of  State  Chartered  Investment  Companies  and 

State  Development  Companies 

Title  V — Loans  to  State  and  Local  Development  Companies 
Title  VI — Changes  in  Federal  Reserve  Authority 

Sec.  601.  Repeal  of  section  13b  of  Federal  Reserve  Act. 

Sec.  602.  Fund  for  management  counseling. 

Title  VIII — Criminal  Penalties 

1  STATEMENT  OF  POLICY 

2  Sec.  102.  It  is  declared  to  be  the  policy  of  the  Congress 

3  and  the  purpose  of  this  Act  to  improve  and  stimulate  the 

4  national  economy  in  general  and  the  small-business  segment 

5  thereof  in  particular  by  establishing  a  program  to  stimulate 

6  and  supplement  the  flow  of  private  equity  capital  and  long- 

7  term  loan  funds  which  small-business  concerns  need  for  the 
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sound  financing  of  their  business  operations  and  for  their 
growth,  expansion,  and  modernization,  and  which  are  not 
available  in  adequate  supply:  Provided ,  however,  That  this 
policy  shall  he  carried  out  in  such  manner  as  to  insure  the 
maximum  participation  of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the  provisions 
of  this  Act  shall  he  so  administered  that  any  financial  as¬ 
sistance  provided  hereunder  shall  not  result  in  a  substantial 
increase  of  unemployment  in  any  area  of  the  country. 

DEFINITIONS 

Sec.  103.  (a)  As  used  in  this  Act — 

(1)  the  term  “Administration”  means  the  Small 
Business  Administration ; 

(2)  the  term  “Administrator”  means  the  Adminis¬ 
trator  of  the  Small  Business  Administration ; 

(3)  the  term  “company”  means  a  small  business 
investment  company  organized  as  provided  in  title  III; 

(4)  the  term  “United  States”  means  the  several 
States,  the  Territories  of  Alaska  and  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Commonwealth  of  Puerto 
Eico ; 

(5)  The  term  “small-business  concern”  shall  have 
the  same  meaning  as  in  the  Small  Business  Act  of  1953. 
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(6)  the  term  “investment  companies”  means  in¬ 
vestment  companies  as  defined  in  section  3  of  the  In¬ 
vestment  Company  Act  of  1940  which  are  subject  to 
the  provisions  of  that  Act ;  and 

(7)  the  term  “State  and  local  development  com¬ 
panies”  means  enterprises  incorporated  under  State  law 
with  the  authority  to  promote  and  assist  the  growth 
and  development  of  small-business  concerns  in  the  areas 
-covered  by  their  operations. 

TITLE  II— SMALL  BUSINESS  INVESTMENT 

DIVISION  OF  THE  SMALL  BUSINESS  AD¬ 
MINISTRATION 

ESTABLISHMENT  OF  SMALL  BUSINESS  INVESTMENT 

DIVISION 

Sec.  201.  There  is  hereby  established  in  the  Small  Busi¬ 
ness  Administration  a  division  to  be  known  as  the  Small 
Business  Investment  Division.  The  Division  shall  be  headed 
by  a  Deputy  Administrator  who  shall  be  appointed  by  the 
Administrator,  and  shall  receive  compensation  at  the  rate 
provided  by  law  for  other  deputy  administrators  of  the  Small 
Business  Administration.  The  powers  conferred  by  this  Act 
upon  the  Administration  shall  be  exercised  by  the  Adminis¬ 
tration  through  the  Small  Business  Investment  Division,  and 
the  powers  herein  conferred  upon  the  Administrator  shall 
be  exercised  by  him  through  the  Deputy  Administrator  ap- 
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pointed  hereunder.  In  the  performance  of,  and  with  respect 
to  the  functions,  powers,  and  duties  vested  by  this  Act,  the 
Administrator  and  the  Administration  shall  (in  addition  to 
any  authority  otherwise  vested  by  this  Act)  have  the  func¬ 
tions,  powers,  and  duties  set  forth  in  the  Small  Business  Act 
of  1953,  and  the  provisions  of  sections  209  and  219  of  that 
Act,  insofar  as  applicable,  are  extended  to  apply  to  the 
functions  of  the  Administrator  and  the  Administration  under 
this  Act. 

PROVISION  OF  FUNDS 

Sec.  202.  (a)  In  order  to  finance  activities  as  provided 
in  section  203,  the  Administration  is  authorized  and  em¬ 
powered  to  issue  to  the  Secretary  of  the  Treasury  notes  and 
other  obligations  in  an  amount  not  exceeding  $250,000,000 
outstanding  at  any  one  time:  Provided,  That  the  total 
amount  of  such  notes  and  other  obligations  which  may  be 
outstanding  during  the  first  year  after  enactment  shall  not  ex¬ 
ceed  $50,000,000,  and  during  the  second  year  after  enact¬ 
ment  shall  not  exceed  $150,000,000.  Such  notes  and  other 
obligations  shall  be  in  such  forms  and  denominations,  have 
such  maturities,  and  be  subject  to  such  terms  and  conditions 
as  may  be  prescribed  by  the  Administration,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury.  Such  notes  and 
other  obligations  shall  bear  interest  at  a  rate  determined  by 
the  Secretary  of  the  Treasury  which  shall  not  be  more  than 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 


6 


tlie  current  average  yield  on  outstanding  marketable  obliga¬ 
tions  of  the  United  States  of  comparable  maturities  as  of  the 
last  day  of  the  month  preceding  the  issuance  of  such  notes  and 
other  obligations.  The  Secretary  of  the  Treasury  is  author¬ 
ized  to  purchase  any  notes  and  other  obligations  of  the  Ad¬ 
ministration  issued  hereunder  and  for  such  purpose  the  Secre¬ 
tary  of  the  Treasury  is  authorized  to  use  as  a  public  debt 
transaction  the  proceeds  from  the  sale  of  any  securities  issued 
under  the  Second  Liberty  Bond  Act,  as  amended,  and  the 
purposes  for  which  securities  may  be  issued  under  such  Act 
are  extended  to  include  any  purchases  of  such  notes  and 
other  obligations.  The  Secretary  of  the  Treasury  may  at  any 
time  sell  any  of  the  notes  and  other  obligations  acquired  by 
him  under  this  section.  All  redemptions,  purchases,  and 
sales  by  the  Secretary  of  the  Treasury  of  such  notes  and 
other  obligations  shall  be  treated  as  public  debt  transactions 
of  the  United  States. 

(b)  Funds  borrowed  under  this  section  and  any  pro¬ 
ceeds  therefrom  shall  constitute  a  revolving  fund  which  may 
be  used  by  the  Administration  in  the  exercise  of  its  functions 
under  this  Act. 

(c)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the 
administrative  expenses  of  the  Administration. 
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PURPOSES  OF  REVOLVING  FUND 
Sec.  203.  The  Administration  is  authorized  to  use  its 
revolving  fund — 

( 1 )  to  purchase  the  subordinated  debentures  of 
small  business  investment  companies  as  provided  in 
section  302; 

(2)  to  make  loans  to  small  business  investment 
companies  as  provided  in  section  303 ;  and 

(3)  to  make  loans  to  State  and  local  development 
companies  as  provided  in  sections  501  and  502. 

TITLE  III— SMALL  BUSINESS  INVESTMENT 

COMPANIES 

ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT 

COMPANIES 

Sec.  301.  (a)  Small  business  investment  companies 
may  be  formed  for  the  purpose  of  operating  under  this  Act 
by  any  number  of  persons,  not  less  than  ten,  who  shall  sub¬ 
scribe  to  the  articles  of  incorporation  of  any  such  company: 
Provided,  That  no  such  company  shall  be  chartered  under 
this  section  after  June  30,  1961. 

(b)  The  articles  of  incorporation  of  any  small  business 
investment  company  shall  specify  in  general  terms  the  objects 
for  which  the  company  is  formed,  the  name  assumed  by  such 
company,  the  area  or  areas  in  which  its  operations  are  to  be 


8 


1  earned  on,  the  place  where  its  principal  office  is  to  be  located, 

2  and  the  amount  and  classes  of  its  shares  of  capital  stock. 

3  Such  articles  may  contain  any  other  provisions  not  incon- 

4  sistent  with  this  Act  that  the  cojnpany  may  see  fit  to  adopt 

5  for  the  regulation  of  its  business  and  the  conduct  of  its 

6  affairs.  Such  articles  and  any  amendments  thereto  adopted 

7  from  time  to  time  shall  be  subject  to  the  approval  of  the 

8  Administration. 

9  (c)  The  articles  of  incorporation  and  amendments 
10  thereto  shall  be  forwarded  to  the  Administration  for  con¬ 
'll  sideration  and  approved  or  disapproval.  In  determining 

12  whether  to  approve  the  establishment  of  such  a  company 

13  and  its  proposed  articles  of  incorporation,  the  Administration 

14  shall  give  due  regard,  among  other  things,  to  the  need  for 

15  the  financing  of  small-business  concerns  in  the  area  in  which 

16  the  proposed  company  is  to  commence  business,  the  general 

17  character  of  the  proposed  management  of  the  company,  the 

18  number  of  such  companies  previously  organized  in  the 

19  United  States,  and  the  volume  of  their  operations.  After 

20  consideration  of  all  relevant  factors,  the  Administration  may 

21  in  its  discretion  approve  the  articles  of  incorporation  and 

22  issue  a  permit  to  begin  business. 

23  (d)  Upon  issuance  of  such  permit,  the  company  shall 

24  become  and  be  a  body  corporate,  and  as  such,  and  in  the 

25  name  designated  in  its  articles  shall  have  power — 
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'(1)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  for  a  period  of  thirty  years, 
unless  extended  as  provided  in  section  309  (f),  or 
unless  sooner  dissolved  by  the  act  of  the  shareholders 
owning  two-thirds  of  the  stock  or  by  an  Act  of  Congress, 
or  unless  its  franchise  becomes  forfeited  by  some  viola¬ 
tion  of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in 
any  court  of  law  or  equity; 

(5)  by  its  board  of  directors,  to  appoint  such  offi¬ 
cers  and  employees  as  may  be  deemed  proper,  define 
their  authority  and  duties,  fix  their  compensation,  re¬ 
quire  bonds  of  such  of  them  as  it  deems  advisable  and 
fix  the  penalty  thereof,  dismiss  such  officers  or  employees, 
or  any  thereof,  at  pleasure,  and  appoint  others  to  fill 
their  places  ; 

(6)  to  adopt  bylaws  regulating  the  manner  in  which 
its  stock  shall  be  transferred,  its  officers  and  employees 
appointed,  its  property  transferred,  and  the  privileges 
granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject 
to  the  approval  of  the  Administration; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any 
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property  (real,  personal,  or  mixed)  whenever  necessary 
or  appropriate  to  the  carrying  out  of  its  lawful  functions ; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United 
States  when  so  designated  by  the  Secretary  of  the 
Treasury ; 

(10)  to  operate  in  such  area  or  areas  as  may  be 
specified  in  its  articles  of  incorporation  and  approved 

by  the  Administration;  and  ^ 

do  to  exercise  the  other  powers  set  forth  in  this 
Act  and  such  incidental  powers  as  may  reasonably  he 
necessary  to  carry  on  the  business  for  which  the  company 
is  established. 

(e)  The  hoard  of  directors  of  each  small  business  invest¬ 
ment  company  shall  consist  of  nine  members  who  shall  be 
elected  annually  by  the  holders  of  the  shares  of  stock  of  the 
company.  i  ( 

CAPITAL  STOCK  AND  SUBOKDINATED  DEBENTURES 
Sec.  302.  (a)  Each  company  organized  under  this  Act 
shall  have  a  paid-in  capital  and  surplus  equal  to  at  least 
$300,000  before  it  shall  commence  business.  In  order  to 
facilitate  the  formation  of  small  business  investment  com¬ 
panies,  the  Administration  is  hereby  authorized,  notwith¬ 
standing  any  other  provisions  of  law,  to  purchase  the  deben¬ 
tures  of  any  such  company  in  an  amount  equal  to  not  more 
than  $150,000.  Any  debentures  purchased  by  the  Admin- 
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1  istration  under  this  subsection  shall  be  subordinate  to  any 

2  other  debenture  bonds,  promissory  notes,  or  other  obligations 

3  which  may  be  issued  by  such  companies,  and  shall  be  deemed 

4  a  part  of  the  capital  and  surplus  of  such  companies  for 

5  purposes  of  this  section  and  sections  303  (b)  and  306  of 

6  this  Act. 

7  (b)  The  shares  of  stock  in  any  small  business  invest- 

8  ment  company  shall  be  eligible  for  purchase  by  member 

9  banks  of  the  Federal  Reserve  System,  nonmember  insured 
16  banks,  financial  institutions,  insurance  companies,  corpora- 

11  tions,  partnerships,  or  other  persons.  In  no  event  shall  any 

12  member  bank  of  the  Federal  Reserve  System  or  any  non- 

13  member  insured  bank  bold  such  shares  in  small  business 

14  investment  companies  in  an  amount  aggregating  more  than 

15  1  percent  of  the  capital  and  surplus  of  such  bank. 

16  (c)  The  aggregate  amount  of  shares  in  any  such  com- 

17  pany  or  companies  which  may  be  owned  or  controlled  by 

18  any  stockholder,  or  by  any  group  or  class  of  stockholders, 

19  may  be  limited  by  the  Administration. 

20  BORROWING  POWER 

21  Sec.  303.  (a)  Each  small  business  investment  company 

22  shall  have  authority  to  borrow  money  and  to  issue  its 

23  debenture  bonds,  promissory  notes,  or  other  obligations  under 

24  such  general  conditions  and  subject  to  such  limitations  and 

25  regulations  as  the  Administration  may  prescribe. 
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(b)  To  encourage  the  formation  and  growth  of  small 
business  investment  companies,  the  Administration  is 
authorized  to  lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shall  bear  interest  at  such 
rate,  and  contain  such  other  terms,  as  the  Administration 
may  fix.  The  total  amount  of  obligations  purchased  and 
outstanding  at  any  one  time  by  the  Administration  under  this 
subsection  in  any  one  company  shall  not  exceed  50  percent 
of  the  paid-in  capital  and  surplus  of  such  company. 

PROVISION  OF  EQUITY  CAPITAL  FOR  SMALL-BUSINESS 

CONCERNS 

Sec.  304.  (a)  It  shall  be  a  primary  function  of  each 
small  business  investment  company  to  provide  a  source  of 
needed  equity  capital  for  small-business  concerns  in  the  man¬ 
ner  and  subject  to  the  conditions  described  in  this  section. 

(b)  Capital  shall  be  provided  by  a  company  to  a  small- 
business  concern  under  this  section  only  through  the  purchase 
of  debenture  bonds  (of  such  concern)  which  shall — 

(1)  hear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  company  may  fix  with  the  approval 
of  the  Administration; 

(2)  be  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest ;  and 

(3)  be  convertible  at  the  option  of  the  company, 
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or  a  holder  in  due  course,  lip  to  and  including  the 
effective  date  of  any  call  by  the  issuer,  into  stock  of 
the  small-business  concern  at  the  sound  hook  value  of 
such  stock  determined  at  the  time  of  the  issuance  of  the 
debentures. 

(c)  Before  any  capital  is  provided  to  a  small-business 
concern  under  this  section — 

(1)  the  company  may  require  such  concern  to 
refinance  any  or  all  of  its  outstanding  indebtedness  so 
that  the  company  is  the  only  holder  of  any  evidence  of 
indebtedness  of  such  concern;  and 

(2)  except  as  provided  in  regulations  issued  by 
the  Administration,  such  concern  shall  agree  that  it  will 
not  thereafter  incur  any  indebtedness  without  first  se¬ 
curing  the  approval  of  the  company  and  giving  the 
company  the  first  opportunity  to  finance  such  indebted¬ 
ness. 

(d)  Whenever  a  company  provides  capital  to  a  small- 
business  concern  under  this  section,  such  concern  shall  be 
required  to  become  a  stockholder-proprietor  of  the  company 
by  investing  in  the  capital  stock  of  the  company,  in  an 
amount  equal  to  not  less  than  2  percent  nor  more  than 
5  percent  of  the  amount  of  the  capital  so  provided,  in  accord¬ 
ance  with  regulations  prescribed  by  the  Administrator;  ex- 
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cept  that  the  Administrator  may  by  regulation  permit  any 
such  concern  to  defer  the  purchase  of  such  stock  for  a  period 
of  not  to  exceed  three  years. 

LONG-TERM  LOANS  TO  SMALL-BUSINESS  CONCERNS 

Sec.  305.  (a)  Each  company  is  authorized  to  make 
loans,  in  the  manner  and  subject  to  the  conditions  described 
in  this  section,  to  incorporated  and  unincorporated  small- 
business  concerns  in  order  to  provide  such  concerns  with 
funds  needed  for  sound  financing,  growth,  modernization, 
and  expansion. 

(b)  Loans  made  under  this  section  may  he  made 
directly  or  in  cooperation  with  other  lending  institutions 
'through  agreements  to  participate  on  an  immediate  or 
deferred  basis. 

(c)  The  maximum  rate  of  interest  for  the  company’s 
share  of  any  loan  made  under  this  section  shall  be  deter¬ 
mined  by  the  Administration. 

(d)  Any  loan  made  under  this  section  shall  have  a  ma¬ 
turity  not  exceeding  twenty  years. 

(e)  Any  loan  made  under  this  section  shall  he  of  such 
sound  value,  or  so  secured,  as  reasonably  to  assure  repay¬ 
ment. 

(f)  Any  company  which  has  made  a  loan  to  a  small- 
business  concern  under  this  section  is  authorized  to  extend 
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the  maturity  of  or  renew  such  loan  for  additional  periods,  not 
exceeding  ten  years,  if  the  company  finds  that  such  extension 
or  renewal  will  aid  in  the  orderly  liquidation  of  such  loan. 

AGGREGATE  LIMITATIONS 

Sec.  306.  Without  the  approval  of  the  Administration, 
the  aggregate  amount  of  obligations  and  securities  acquired 
and  for  which  commitments  may  be  issued  by  any  small 
business  investment  company  under  the  provisions  of  this 
Act  for  any  single  enterprise  shall  not  exceed  20  percent  of 
the  combined  capital  and  surplus  of  such  small  business 
investment  company  authorized  by  this  Act. 

exemptions 

Sec.  307.  (a)  Section  3  of  the  Securities  Act  of  1933, 
as  amended  (15  U.  S.  C.  77c),  is  hereby  amended  by  in¬ 
serting  at  the  end  thereof  the  following  new  subsection  (c)  : 

"(c)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in 
the  public  interest  and  for  the  protection  of  investors.” 
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(b)  Section  304  of  tbe  Trust  Indenture  Act  of  1939 
(15  U.  S.  C.  77ddd)  is  hereby  amended  by  adding  the 
following  subsection  (e)  : 

“(e)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  herein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the  ^ 
Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in 
the  public  interest  and  for  the  protection  of  investors.” 

(c)  Section  18  of  the  Investment  Company  Act  of 
1940  (15  U.  S.  C.  80a)  is  amended  by  adding  at  the  end 
thereof  the  following: 

“(k)  The  provisions  of  subparagraphs  (A)  and  (B)  of  ( 
paragraph  (1)  of  subsection  (a)  of  this  section  shall  not 
apply  to  investment  companies  operating  under  the  Small 
Business  Investment  Act  of  1958.” 

MISCELLANEOUS 

Sec.  308.  (a)  Wherever  practicable  the  operations  of 
a  small  business  investment  company,  including  the  genera¬ 
tion  of  business,  may  be  undertaken  in  cooperation  with 
banks  or  other  financial  institutions,  and  any  servicing  or 
initial  investigation  required  for  loans  or  acquisitions  of 
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securities  by  the  company  under  the  provisions  of  this  Act 
may  he  handled  through  such  hanks  or  other  financial 
institutions  on  a  fee  basis.  Any  small  business  investment 
company  may  receive  fees  for  services  rendered  to  hanks  or 
other  financial  institutions. 

(h)  Each  small  business  investment  company  may  make 
use,  wherever  practicable,  of  the  advisory  services  of  the 
Federal  Reserve  System  and  of  the  Department  of  Commerce 
which  are  available  for  and  useful  to  industrial  and  com¬ 
mercial  businesses,  and  may  provide  consulting  and  advisory 
services  on  a  fee  basis  and  have  on  its  staff  persons  competent 
to  provide  such  services.  Any  Federal  Reserve  hank  is  au¬ 
thorized  to  act  as  a  depository  or  fiscal  agent  for  any  com¬ 
pany  organized  under  this  Act.  Such  companies  may  invest 
funds  not  reasonably  needed  for  their  current  operations  in 
direct  obligations  of,  or  obligations  guaranteed  as  to  principal 
and  interest  by,  the  United  States. 

(c)  The  Administration  is  authorized  to  prescribe  regu¬ 
lations  governing  the  operations  of  small  business  investment 
companies,  and  to  carry  out  the  provisions  of  this  Act,  in  ac¬ 
cordance  with  the  purposes  of  this  Act.  Each  small  business 
investment  company  shall  be  subject  to  examinations  made 
by  direction  of  the  Administration  hy  examiners  selected  or 
approved  by  the  Administration,  and  the  cost  of  such  exam¬ 
inations,  including  the  compensation  of  the  examiners,  may 
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in  the  discretion  of  the  Administration  be  assessed  against  the 
company  examined  and  when  so  assessed  shall  he  paid  by 
such  company.  Every  such  company  shall  make  such  re¬ 
ports  to  the  Administration  at  such  times  and  in  such  form  as 
the  Administration  may  require;  except  that  the  Adminis¬ 
tration  is  authorized  to  exempt  from  making  such  reports 
any  such  company  which  is  registered  under  the  Investment 
Company  Act  of  1940  to  the  extent  necessary  to  avoid 
duplication  in  reporting  requirements. 

(d)  Should  any  small  business  investment  company  vio¬ 
late  or  fail  to  comply  with  any  of  the  provisions  of  this  Act 
or  of  regulations  prescribed  hereunder,  all  of  its  rights,  privi¬ 
leges,  and  franchises  derived  therefrom  may  thereby  be  for¬ 
feited.  Before  any  such  company  shall  be  declared  dissolved, 
or  its  rights,  privileges,  and  franchises  forfeited,  any  non- 
compliance  with  or  violation  of  this  Act  shall  be  determined 
and  adjudged  by  a  court  of  the  United  States  of  competent 
jurisdiction  in  a  suit  brought  for  that  purpose  in  the  district, 
territory,  or  other  place  subject  to  the  jurisdiction  of  the 
United  States,  in  which  the  principal  office  of  such  company 
is  located.  Any  such  suit  shall  be  brought  by  the  United 
States  at  the  instance  of  the  Administration  or  the  Attorney 
General. 

(e)  Whenever  in  the  judgment  of  the  Administra¬ 
tion  any  person  has  engaged  or  is  about  to  engage  in  any 
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acts  or  practices  which  constitute  or  will  constitute  a  viola¬ 
tion  of  any  provision  of  this  Act  or  of  any  regulation  there¬ 
under,  the  Administration  may  make  application  to  the 
proper  district  court  of  the  United  States,  or  a  United 
States  court  of  any  Territory  or  other  place  subject  to  the 
jurisdiction  of  the  United  States,  for  an  order  enjoining  such 
acts  or  practices,  or  for  an  order  enforcing  compliance  with 
such  provision,  or  regulation,  and  such  courts  shall  have 
jurisdiction  of  such  actions  and,  upon  a  showing  by  the  Ad¬ 
ministration  that  such  person  has  engaged  or  is  about  to 
engage  in  any  such  acts  or  practices,  a  permannt  or  tem- 
porary  injunction,  restraining  order,  or  other  order,  shall 
he  granted  without  bond. 

(f)  Any  small  business  investment  company  may  at  any 
time  within  the  two  years  next  previous  to  the  date  of  the 
expiration  of  its  corporate  existence,  by  a  vote  of  the  share¬ 
holders  owning  two-thirds  of  its  stock,  apply  to  the  Admin¬ 
istration  for  approval  to  extend  the  period  of  its  corporate  ex¬ 
istence  for  a  term  of  not  more  than  thirty  years,  and  upon 
approval  of  the  Administration,  as  provided  in  section  301 
hereof,  such  company  shall  have  its  corporate  existence  ex¬ 
tended  for  such  approved  period  unless  sooner  dissolved  by 
the  act  of  the  shareholders  owning  two-thirds  of  its  stock, 
or  by  an  Act  of  Congress,  or  unless  its  franchise  becomes 
forfeited  as  herein  provided. 
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(g)  Nothing  in  this  Act  or  in  any  other  provision  of 
law  shall  be  deemed  to  impose  any  liability  on  the  United 
States  with  respect  to  any  obligations  entered  into,  or  stocks 
issued,  or  commitments  made,  by  any  company  organized 
under  this  Act. 

APPROVING  STATE  CHARTERED  COMPANIES  FOR 
OPERATIONS  UNDER  THIS  ACT 
Sec.  309.  Any  investment  company  chartered  under  the 
laws  of  any  State  expressly  for  the  purpose  of  operating 
under  this  Act  may  with  the  approval  of  the  Administrator 
be  permitted  to  operate  under  the  provisions  of  this  Act. 
Upon  such  approval,  which  shall  be  given  with  due  regard 
to  the  factors  specified  in  section  301  (c)  with  respect  to 
organization  of  small  business  investment  companies,  such 
State  investment  company  shall  have  the  same  powers  and 
privileges  and  shall  he  subject  to  the  same  duties,  liabilities, 
and  regulations,  in  all  respects,  as  are  prescribed  by  this  Act 
for  companies  organized  under  section  301  as  small  business 
investment  companies. 

TITLE  IV— CONVERSION  OE  STATE  CHARTERED 
INVESTMENT  COMPANIES  AND  STATE  DE¬ 
VELOPMENT  COMPANIES 

Sec.  401.  (a)  Prior  to  July  1,  1961,  any  investment 
company  or  any  State  development  company  may,  by  the 
vote  of  the  shareholders  owning  not  less  than  51  percent  of 
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the  capital  stock  of  such  company,  with  the  approval  of  the 
Administration,  be  converted  into  a  small  business  invest¬ 
ment  company  under  this  Act;  except  that  nothing  contained 
herein  shall  he  construed  to  supersede  the  laws  of  any  State. 

(b)  In  such  case  the  articles  of  association  and  organi¬ 
zation  certificate  may  be  executed  by  a  majority  of  the 
directors  of  the  corporation,  and  the  certificate  shall  declare 
that  the  owners  of  51  percent  of  the  capital  stock  have 
authorized  the  directors  to  make  such  certificate  and  to 
change  or  convert  the  corporation  into  a  small  business  in¬ 
vestment  company.  A  majority  of  the  directors,  after  exe¬ 
cuting  the  articles  of  association  and  the  organization  certifi¬ 
cate,  shall  have  power  to  execute  all  other  papers  and  to 
do  whatever  may  he  re  (pi  ire  d  to  make  its  organization  per¬ 
fect  and  complete  as  a  small  business  investment  company. 
The  shares  of  any  such  company  may  continue  to  be  for  the 
same  amount  each  as  they  were  before  the  conversion,  and 
the  directors,  regardless  of  number,  may  continue  to  be 
directors  of  the  corporation  until  the  election  of  the  hoard 
of  directors  is  held  in  accordance  with  regulations  of  the 
Administration. 

(c)  When  the  Administration  has  given  to  such  com¬ 
pany  a  certificate  that  the  provisions  of  this  Act  have  been 
complied  with,  such  company  shall  have  the  same  powers  and 
privileges  and  shall  be  subject  to  the  same  duties,  liabilities, 
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and  regulations,  in  all  respects,  as  are  prescribed  by  this 
Act  for  companies  originally  organized  as  small  business 
investment  companies. 

TITLE  V— LOANS  TO  STATE  AND  LOCAL  DE¬ 
VELOPMENT  COMPANIES 

Sec.  501.  (a)  The  Administration  is  authorozed  to 
make  loans  to  State  and  local  development  companies  to 

■t 

assist  in  carrying  out  the  purposes  of  this  Act;  except  that 
no  such  loan  shall  be  made  to  any  local  development  company 
after  June  30,  1961.  Any  funds  advanced  under  this  sub¬ 
section  shall  be  in  exchange  for  obligations  of  the  develop¬ 
ment  company  which  bear  interest  at  such  rate,  and  contain 
such  other  terms,  as  the  Administration  may  fix,  and  funds 
may  be  so  advanced  without  regard  to  the  use  and  investment 
by  the  development  company  of  funds  secured  by  it  from 
other  sources. 

(b)  The  total  amount  of  obligations  purchased  and  out¬ 
standing  at  any  one  time  by  the  Administration  under  this 
section  from  any  one  State  or  local  development  company 
shall  not  exceed  the  total  amount  borrowed  by  it  from  all 
other  sources. 

Sec.  502.  The  Administration  may,  in  addition  to  its 
authority  under  section  501,  make  loans  for  plant  construc¬ 
tion,  conversion  or  expansion,  including  the  acquisition  of 
land,  to  State  and  local  development  companies,  and  such 
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loans  may  be  made  or  effected  either  directly  or  in  coopera-, 
tion  with  hanks  or  other  landing  institutions  through  agrees 
ments  to  participate  on  an  immediate  or  deferred  basis :  Pro- 
vided,  however,  That  the  foregoing  powers  shall  be  subject  to 
the  following  restrictions  and  limitations: 

(1)  All  loans  made  shall  be  so  secured  as  reasonably 
to  assure  repayment.  In  agreements  to  participate  in  loans 
on  a  deferred  basis  under  this  subsection,  such  participation 
by  the  Administration  shall  not  be  in  excess  of  90  per  centum 
of  the  balance  of  the  loan  outstanding  at  the  time  of  dis¬ 
bursement. 

(2)  The  proceeds  of  any  such  loan  shall  be  used  solely 
by  such  borrower  to  assist  an  identifiable  small-business  con¬ 
cern  and  for  a  sound  business  purpose  approved  by  the 
Administration. 

(3)  Loans  made  by  the  Administration  under  this  sec¬ 
tion  shall  be  limited  to  $250,000  for  each  such  identifiable 
small-business  concern. 

(4)  Any  development  company  assisted  under  this  sec¬ 
tion  must  meet  criteria  established  by  the  Administration,  in¬ 
cluding  the  extent  of  participation  to  be  required  or  amount 
of  paid-in  capital  to  be  used  in  each  instance  as  is  determined 
to  be  reasonable  by  the  Administration. 

(5)  No  loans,  including  extensions  or  renewals  thereof, 
shall  be  made  by  the  Administration  for  a  period  or  periods 
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exceeding  ten  years  plus  such  additional  period  as  is  estimated- 
may  be  required  to  complete  construction,  conversion,  or 
expansion,  but  the  Administration  may  extend  the  maturity 
of  or  renew  any  loan  made  pursuant  to  this  section  beyond 
the  period  stated  for  additional  periods,  not  to  exceed  ten 
years,  if  such  extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan.  Any  such  loan  shall  bear  interest 
at  a  rate  fixed  by  the  Administration. 

(6)  No  loan  shall  be  made  under  this  section  to  any 
local  development  company  after  June  30,  1961. 

TITLE  VI— CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

REPEAL  OF  SECTION  13b  OF  THE  FEDERAL  RESERVE  ACT 

Sec.  601.  Effective  one  year  after  the  date  of  enact¬ 
ment  of  this  Act,  section  13b  of  the  Federal  Reserve  Act 

/ 

(12  U.  S.  C.  352a)  is  hereby  repealed;  but  such  repeal 
shall  not  affect  the  power  of  any  Federal  Reserve  bank 
to  carry  out,  or  protect  its  interest  under,  any  agreement 
theretofore  made  or  transaction  entered  into  in  carrying  on 
operations  under  that  section. 

FUND  FOR,  MANAGEMENT  COUNSELING 

Sec.  602.  (a)  Within  sixty  daj7s  after  the  enactment 
of  this  Act,  each  Federal  Reserve  bank  shall  pay  to  the 
United  States  the  aggregate  amount  which  the  Secretary 
of  the  Treasury  has  heretofore  paid  to  such  bank  under  the 
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provisions  of  section  13b  of  the  Federal  Eeserve  Act;  and 
sncli  payment  shall  constitute  a  full  discharge  of  any  obliga¬ 
tion  or  liability  of  the  Federal  Eeserve  bank  to  the  United 
States  or  to  the  Secretary  of  ihe  Treasury  arising  out  of  sub¬ 
section  (e)  of  said  section  13b  or  out  of  any  agreement 
thereunder. 

(b)  The  amounts  repaid  to  the  United  States  pursuant 
to  subsection  (a)  of  this  section  shall  be  covered  into  a  spe¬ 
cial  fund  in  the  Treasury  which  shall  he  available  for  grants 
under  section  207  (c)  of  the  Small  Business  Act  of  1953. 
Any  remaining  balance  of  funds  set  aside  in  the  Treasury  for 
payments  under  section  13b  of  the  Federal  Eeserve  Act  shall 
be  covered  into  the  Treasury  as  miscellaneous  receipts. 

(c)  Section  207  of  the  Small  Business  Act  of  1953  is 
amended  by  adding  at  the  end  thereof  a  new  subsection  as 
follows : 

“(c)  The  Administration  also  is  empowered  to  make 
grants  to  any  State  government,  or  any  agencj7  thereof, 
State  chartered  development  credit  or  finance  corporations, 
land-grant  colleges  and  universities,  and  colleges  and  schools 
of  business,  engineering,  commerce,  or  agricultural  studies, 
research,  and  counseling  concerning  the  managing,  financing, 
and  operation  of  small-business  enterprises  and  technical 
and  statistical  information  necessary  thereto  in  order  to  carry 
out  the  purposes  of  subsection  (b)  (4)  of  this  section  by 
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1  coordinating  such  information  with  existing  information  fa- 

2  cilities  within  the  State  and  by  making  such  information 

3  available  to  State  and  local  agencies.  Only  one  such  grant 

4  shall  be  made  within  any  one  State  in  any  one  year,  and  no 

5  such  grant  shall  exceed  an  aggregate  amount  of  $40,000. 

6  Such  grants  shall  be  made  from  the  fund  established  in  the 

7  Treasury  by  section  602  (b)  of  the  Small  Business  Invest- 
S  ment  Act  of  1958.” 

9  TITLE  VII— CRIMINAL  PENALTIES 

10  Sec.  701.  (a)  The  first  paragraph  of  section  217  of 

11  title  18,  United  States  Code,  is  amended  by  inserting  after 

12  “farm  credit  examiner,”  the  following:  “or  of  any  small 

13  business  investment  company,”. 

14  (b)  Section  218  of  such  title  is  amended  by  inserting 

15  after  “National  Agricultural  Credit  Corporations,”  the  fol- 

16  lowing:  “or  an  examiner  of  small  business  investment 

17  companies,”. 

18  Sec.  702.  (a)  The  first  paragraph  of  section  221  of 

19  title  18,  United  States  Code,  is  amended  by  inserting  after 

20  “United  States,”  the  following:  “or  a  small  business  invest- 

21  ment  company,”. 

22  (b)  The  second  paragraph  of  such  section  221  is 

23  amended  by  inserting  after  “Congress,”  the  following:  “or 

24  any  small  business  investment  company,”. 

25  (c)  The  heading  of  such  section  221  is  amended  by 
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striking  out  “farm  loan  or  land  bank”  and  inserting  in  lieu 
thereof  “farm  loan,  land  bank,  or  small  business”. 

(d)  The  table  of  sections  for  chapter  11  of  such  title  18 
is  amended  by  striking  out  “farm  loan  or  land  bank”  in  the 
reference  to  section  221  and  inserting  in  lieu  thereof  “farm 
loan,  land  bank,  or  small  business”. 

Sec.  703.  Section  657  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “Federal  Savings  and  Loan 
Insurance  Corporation,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,”. 

Sec.  704.  Section  1006'  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “Federal  Savings  and  Loan 
Insurance  Corporation,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,”. 

Sec.  705.  Section  1014  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “a  Federal  Reserve  bank,” 
the  following :  “or  of  a  small  business  investment  company,”. 

Passed  the  Senate  June  9,  1958. 

Attest:  FELTON  M.  JOHNSTON, 

Secretary . 
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assessed  valuation  in  the  area  over  that 
[shown  by  the  assessment  rolls  for  the  base 
ear  of  1955-56.  I  understand  the  statutory 
procedure  under  which  this  is  done  is 
un\ue  to  the  State  of  California,  and  thus 
far  H\s  been  exercised  only  by  the  city  of 
Sacramento. 

The  problem  to  which  I  refer  arises  in 
connection  with  t  he  Independent  Offices 
Appropriation  bill  for  1959  (H.  R.  11574). 
As  the  bill  homes  to  the  Senate  from  the 
House,  a  direct,  appropriation  of  $117,255,000 
is  added  for  tN  construction  of  66  of  the 
public  buildings  ^projects  which  have  been 
approved  by  the  Public  Works  Committees, 
and  a  proviso  prohibits  payment  on  lease 
purchase  contracts  except  for  buildings  used 
solely  for  post  office  pujuioses.  The  Federal 
office  building  for  Sacramento  is  included 
in  this  item  at  a  cost  of  $1^026,000  in  direct 
appropriations. 

I  realize  that  is  a  matter  tor  decision  by 
your  committee,  whether,  in  each  instance 
to  construct  Federal  buildings  bV  direct  ap¬ 
propriation  as  opposed  to  leas^purchase 
contracts.  But  should  you  decide  no  concur 
in  the  direct-appropriation  methock  then 
the  bonds  sold  by  the  redevelopment 
agency  of  the  city  of  Sacramento  would,  be 
without  the  proposed  tax  revenue,  estimated 
at  $122,000  annually,  with  which  to  make 
the  payments  on  principal  and  interest.  On 
this  equitable  basis,  I  believe  an  exception 
in  the  case  of  the  city  of  Sacramento  ought 
to  be  considered,  and  that  that  community 
be  permitted  the  lease-purchase  procedure 
which  it  undertook  in  good  faith  to  carry 
out. 

The  General  Services  Administration  has 
Informed  me  that  this  is  the  only  instance 
in  which  procurement  of  a  site  from  a  local, 
public  redevelopment  agency  was  proposed. 
This  is  the  only  instance  where  the  local 
redevelopment  agency  has  actually  sold 
bonds  to  the  public  under  the  circumstances 
outlined  in  this  letter. 

In  view  of  the  commitments  which  have 
been  made  by  the  redevelopment  agency  of 
the  city  of  Sacramento,  in  reliance  on  the 
approval  of  the  project  by  the  General 
Services  Administration,  and  the  approval 
of  the  House  and  Senate  Committees  on 
Public  Works,  it  is  urgently  requested  that 
your  committee  permit  this  project  to  con¬ 
tinue  under  the  purchase  contract  arrange¬ 
ments  contemplated  under  the  Public 
Buildings  Purchase  Contract  Act  of  1954. 

Sincerely, 

Thomas  H.  Kuchel, 

United  States  Senator. 

’Sacramento,  Calif.,  June  6,  1958. t 
Hon.  Thomas  H.  Kuchel, 

United  States  Senate,  Washington,  C 

As  you  know  from  our  previous  expressions 
of  concern  with  respect  to  this  mjrtter,  it 
had  been  our  hope  that  the  Sacramento 
Federal  Office  Building  and  Courthouse 
could  have  proceeded  under  the  2jE>-year  lease- 
purchase  method  as  contemplated  by  the 
Federal  Government  during  yte  past  2  years. 
It  was  in  anticipation  of  sjfch  a  method  of 
construction  and  purchag^  that  the  Sacra¬ 
mento  redevelopment  bond  issue  was  floated 
and  sold  to  the  public  ip  1956.  Your  consist¬ 
ent  support  for  the  l^se-purchase  construc¬ 
tion  of  this  important  Sacramento  building 
and  the  earnest  sppport  of  your  colleagues 
therefore  is  deeply  appreciated  by  all  of  us.  I 
understand  noyrthat  congressional  approval 
for  the  full  25^year  period  of  lease-purchase 
acquisition  /s  highly  improbable  but  that 
through  the  representations  and  through 
the  pursuit  of  our  interests  by  you  and  your 
colleagues  It  may  now  be  possible  to  obtain 
a  lO-unar  lease-purchase  program  for  the 
SacMmaento  building.  This  possible  alterna- 
tivjt  procedure  has  been  discussed  with  the 
embers  of  this  redevelopment  agency,  with 
Sther  concerned  public  officials  in  Sacramen- 
rto,  and  with  our  financial  consultants.  While 


we  would  of  course  have  to  serve  the  25 -year 
arrangement,  nevertheless,  it  is  our  studied 
conclusion  that  we  unequivocally  endorse 
and  support  this  alternative  arrangements 
of  the  Senate  Committee  and  urge  that  you 
in  turn  express  your  support  and  endorse¬ 
ment  to  the  various  Members  of  the  Senate 
concerned.  Thank  you  for  your  continued 
diligent  support  of  our  public  objectives  in 
this  important  field. 

Fred  W.  Read, 

Chairman,  Redevelopment  Agcency 
of  the  City  of  Sacramento. 

Mr.  DIRKSEN.  Mr.  President,  what 
the  distinguished  Senator  from  Cali¬ 
fornia  says  underscores  how  difficult  it 
is  for  the  Congress  to  try  to  effectuate 
transition  from  one  type  of  program  to 
another  without  knowing  in  every  in¬ 
stance  what  the  effects  and  implications 
are  to  be. 

In  this  particular  case  the  city  of  Sac¬ 
ramento  had  already  issued  its  bonds. 
They  cannot  be  returned.  Interest  con¬ 
tinues  on  the  bonds.  The  city  of  Sacra¬ 
mento  would  have  found  itself  in  a  very 
hopeless  position  if  this  situation  had 
not  been  cured ;  but  it  will  be  taken  care/ 
of  by  the  language  of  the  amendmei 
which  has  been  offered  by  the  Senator 
from  Illinois. 

Mr.  MAGNUSON.  Mr.  Presidght,  I 
thank  the  Senator  from  Illinois, Tor  his 
very  kind  remarks.  I  wish  tp  add  my 
tribute  to  ur  very  efficient  /clerk,  Mr. 
Cooper,  for  his  work  on  a  yery  compli¬ 
cated  and' involved  bill,  which  requires  a 
great  deal  of  .time'and  effort. 

At  the  appropriate  point  I  shall  offer 
an  amendment^  on  page  12,  line  2,  to 
strike  out  $181,816,000  and  insert  in  lieu 
thereof  $152, 810, (Mu,  which  would  take 
care  of  therpurnpsbs.  of  the  amendment 
of  the  Senator  Jnom  Illinois. 

Mr.  DIRKSEN.  Mi\  President,  the 
purpose  of  the  amendment  to  be  offered 
by  the  distinguished  chairman  is  merely 
to  compensate  the  direct  appropriation 
by  reducing  it  in  the  amountNwhich  will 
be  provided  by  lease-purchase  funds. 

Tpe  PRESIDING  OFFICERAIs  the 
Chtiir  to  understand  that  the  senator 
ram  Washington  is  offering  a  substitute 
amendment? 

Mr.  DIRKSEN.  No.  It  will  be  coi 
sidered  separately,  after  the  disposition 
of  the  amendment  now  pending.  It  is 
necessary  to  reduce  the  direct  appropri¬ 
ation  by  roughly  $29.1  million. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Illi- 
noise  [Mr.  DirksenI. 

The  amendment  was  agreed  to. 

Mr.  MAGNUSON.  Mr.  President,  I 
offer  an  amendment,  on  page  12,  line  2,  to 
strike  out  “$181,816,000”  and  insert  in 
lieu  thereof  “$152,810,000.” 

The  PRESIDING  OFFICER.  With¬ 
out  objection,  the  vote  by  which  the  pre¬ 
vious  amendment  on  page  12,  line  2,  was 
agreed  to,  will  be  reconsidered. 

Mr.  MAGNUSON.  Mr.  President,  I 
now  offer  my  amendment,  on  page  12, 
line  2,  to  strike  out  “$181,816,000”  and 
insert  in  lieu  thereof  “$152,810,000.” 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Wash¬ 
ington. 

The  amendment  was  agreed  to. 


Mr.  MAGNUSON.  Mr.  President,  A. 
address  these  remarks  particularly/to 
the  Senator  from  Illinois  [Mr.  Dirksen], 
the  Senator  from  Massachusetts- '  [Mr. 
Saltonstall],  and  the  Senator’  from 
North  Dakota  [Mr.  Young],  who  are  all 
members  of  the  committee.  / 

As  shown  by  the  report,  ihe  commit¬ 
tee  was  impressed  by  the  fact  that  there 
are  large  quantities  of  chfome  ore  stock¬ 
piled  in  various  places  '  in  the  West,  in 
Kentucky,  and  in  Ne&  York.  There  is 
an  opportunity  to  convert  these  ores  into 
a  material  usable  py  industry. 

To  begin  the  program  the  committee 
recommended  an  appropriation  of  $10.5 
million.  The/time  to  convert  such  ores 
is  when  the  plant  capacity,  manpower, 
and  electric  power  are  available. 

In  the/  report,  on  page  8,  under  the 
heading'  “Strategical  and  Critical  Mate- 
rialSj/the  committee  said: 

TJpe  committee  is  also  advised  that  there 
are  materials  in  the  stockpile  of  subspeci- 
cation  grade  which  should  be  upgraded  for 
ise  as  specification  grade  material,  and  fur¬ 
thermore,  that  there  are  materials  of  speci¬ 
fication  grade  which  perhaps  should  be  up¬ 
graded  to  another  form. 

When  we  speak  of  "specification 
grade”  in  the  committee  report,  we  are 
speaking  of  commercial  specification 
grade.  There  might  be  room  for  some 
misinterpretation.  The  committee  re¬ 
fers  to  usability  in  the  commercial  mar- 
get.  I  wish  to  make  that  clear.  In  that 
particular  case  the  committee  means 
commercial  specification  grades  which 
are  usable  in  regular  industry. 

Mr.  MANSFIELD.  Mr.  President,  will 
the  Senator  yield? 

Mr.  MAGNUSON.' 

Mr.  MANSFIELD.  _ 

this  part  of  the  Independent  Offices  Ap¬ 
propriation  bill,  but  I  invite  the  Sena¬ 
tor’s  attention  to  the  fact  that  the  Mon¬ 
tana  manganese  plant,  at  Butte,  Mont., 
has  on  hand  in  the  stockpile  something 
on  the  order  of  a  $9  million  investment 
by  the  Government.  Unfortunately,  one 
of  the  attributes  of  manganese  is  that  if 
it  remains  in  the  stockpile,  exposed  to 
the  open  air,  it  deteriorates. 

I  tried  to  get  Mr.  Gordon  Gray’s 
igency,  the  Office  of  Defense  Mobiliza- 
to  spend  the  necessary  funds  to 
leficiate  this  manganese.  So  far  I 
ha v\  achieved  no  success.  Would  it  be 
possible,  in  view  of  the  statement  in  the 
report,  Tor  the  Office  of  Defense  Mobil¬ 
ization, under  Mr.  Gordon  Gray,  to  be¬ 
come  senhusly  interested  in  upgrading 
or  benefici&ting  the  domestic  stockpile 
of  the  Montana  manganese  plant,  in 
Butte,  Mont.? 

Mr.  MAGNUSON.  Not  only  would  it 
be  possible,  but.Xas  the  Senator  from 
Illinois  has  stated,  \hat  is  exactly  what 
we  intended.  There 'are  also  stockpiles 
of  ferro-chrome  in  Montana. 

Mr.  MANSFIELD.  Tfk^t  is  correct. 

Mr.  MAGNUSON.  The\e  are  stock¬ 
piles  of  manganese,  and  ot^er  metals. 
It  makes  commonsense  to  upgrade  this 
material,  which  we  own,  and  Ijut  it  m 
a  condition  in  which  it  can  be\  stored 
almost  indefinitely.  We  shall  have  to 
do  so  anyway,  if  we  intend  to  uses.the 
material.  We  should  do  it  at  a  tifiie 


I  yield. 

I  had  known  about 
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s/hen  plant  capacity,  manpower,  and 
elfeptric  power  are  available. 

je  Senator  from  Montana  has  stated 
exactly  what  we  intended.  We  started 
modestly.  We  cannot  do  everything  at 
once,  bu\the  Office  of  Defense  Mobiliza¬ 
tion,  und&:  Mr.  Gordon  Gray,  has  stated 
that,  understhe  directive  in  the  law,  he 
could  not  go 'further  than  actual  stock¬ 
piling.  I  belief  Mr.  Gray  will  welcome 
this  provision.  If  makes  good  common- 
sense. 

Mr.  MANSFIELD\  But  it  does  apply  to 
the  Montana  manganese  stockpile  in 
Butte,  Mont.,  does  it  hot? 

Mr.  MAGNUSON.  It\pplies  to  Mon¬ 
tana. 

The  first  work  under  the'program  will 
probably  be  in  connection  Vith  ferro- 
chrome,  because  that  deteriorates  more 
rapidly.  Next  in  order  should  be  man¬ 
ganese,  which  would  apply  to  th\Mon- 
tana  situation. 

Mr.  MANSFIELD.  I  am  delighted^to 
have  this  assurance.  I  will  take  t! 
matter  up  with  Mr.  Gray  at  the  earliesi 
opportunity,  to  see  if  he  will  not  bene- 
ficiate  the  manganese  stockpile  in  Butte, 
Mont. 

Mr.  MAGNUSON.  It  makes  good 
commonsense. 

Mr.  DIRKSEN.  Mr.  President,  as  I 
recall,  the  President’s  Cabinet  committee 
made  an  affirmative  recommendation 
with  respect  to  the  beneficiation  of  criti¬ 
cal  and  strategic  materials  in  the  stock¬ 
pile.  As  the  chairman  points  out,  they 
can  be  more  expeditiously  used  when 
they  are  beneficiated ;  and  I  believe  there 
will  be  a  substantial  reduction  in  the 
storage  cost.  So,  with  everyone  agreed 
as  to  what  should  be  done,  it  was  only  a 
question  of  money.  It  is  our  under¬ 
standing  that  this  program  will  cost, 
roughly  $21  million.  So  we  have  included 
half  the  amount  in  the  pending  bill.  If, 
early  next  year,  it  becomes  necessary  to 
provide  more,  the  agency  can  always  sub¬ 
mit  a  supplemental  request  through  the 
Budget  Bureau,  so  that  the  work  can  be 
carried  to  completion. 

Mr.  MANSFIELD.  Mr.  President,  I 
am  very  much  pleased  with  the  unani¬ 
mous  action  of  the  committee  and  the 
Senate  in  this  respect.  I  certainly  hope 
something  will  be  done  to  bring  about 
beneficiation  of  these  ores.  / 

The  PRESIDING  OFFICER./ The 
bill  is  open  to  further  amendment.  If 
there  be  no  further  amendment  to  be 
proposed,  the  question  is  on  th/  engross¬ 
ment  of  the  amendments  ar>a  the  third 
reading  of  the  bill. 

The  amendments  were/ordered  to  be 
engrossed  and  the  bill  tprbe  read  a  third 
time. 

The  bill  was  read  the  third  time,  and 
passed. 

Mr.  MANSFIEJLD.  Mr.  President,  I 
move  that  the  vote  by  which  the  bill  was 
passed  be  reconsidered. 

Mr.  MAGNUSON.  Mr.  President,  I 
move  to  lay 'that  motion  on  the  table. 

The  motion  to  reconsider  was  laid  on 
the  tab] 

Mr/  MAGNUSON.  Mr.  President,  I 
move  that  the  Senate  insist  upon  its 
amendments,  request  a  conference  with 
the  House  thereon,  and  that  the  Chair 


'appoint  the  conferees  on  the  part 
Senate^ 

The  motion  was  agreedtef^  and  the 
Presiding  Officer,  appointed  Mr.  Magnu- 
son,  Mr.  Hill,  Mfj>E£LEKDER,  Mr.  Rob¬ 
ertson,  Mr.  RusgELL/'Mr.  McClellan, 
Mr.  DiRK^ErfT  Mr.  Saltonstall,  Mr. 
MuNDT,.  Mr.  Potter,  and  Mr.  Yotmccon- 
iepeeson  the  part  of  the  Senate. 


SMALL  BUSINESS  INVESTMENT  ACT 
OF  1958 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  move  that  the  Senate  proceed  to 
the  consideration  of  Calendar  1683, 
S.  3651. 

The  PRESIDING  OFFICER  (Mr. 
Proxmire  in  the  chair).  The  bill  will 
be  stated  by  title  for  the  information 
of  the  Senate. 

The  Chief  Clerk.  A  bill  (S.  3651) 
to  make  equity  capital  and  long-term 
credit  more  readily  available  for  small 
business  concerns,  and  for  other  pur¬ 
poses. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Texas. 

The  motion  was  agreed  to,  and  the 
Senate  proceeded  to  consider  the  bill, 
which  had  been  reported  from  the  Com¬ 
mittee  on  Banking  and  Currency  with 
an  amendment  to  strike  out  all  after 
the  enacting  clause  and  insert : 

TITLE  I - SHORT  TITLE,  STATEMENT  OF  PURPOSE, 

AND  DEFINITIONS 

Short  title 

Sec.  101.  This  act,  divided  into  titles  and 
sections  according  to  the  following  table  of 
contents,  may  be  cited  as  the  “Small  Busi¬ 
ness  Investment  Act  of  1958.” 
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Title  VII — Criminal  Penalties 
Statement  of  policy 

Sec.  102.  It  is  declared  to  be  the  policy  of 
the  Congress  and  the  purpose  of  this  act  to 
improve  and  stimulate  the  national  economy 
in  general  and  the  small-business  segment 
thereof  in  particular  by  establishing  a  pro¬ 
gram  to  stimulate  and  supplement  the  flow 
of  private  equity  capital  and  long-term 
loan  funds  which  small-business  concerns 
need  for  the  sound  financing  of  their  busi¬ 
ness  operations  and  for  their  growth,  expan¬ 
sion,  and  modernization,  and  which  are  not 
available  in  adequate  supply:  Provided,  how¬ 
ever,  That  this  policy  shall  be  carried  out  in 
such  manner  as  to  insure  the  maximum 
participation  of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the 
provisions  of  this  act  shall  be  so  adminis¬ 
tered  that  any  financial  assistance  provided 
hereunder  shall  not  result  in  a  substantial 
increase  of  unemployment  in  any  area  of  the 
country.  \ 

Definitions 

Sec.  103.  (a)  As  used  in  this  act — 

(1)  the  term  “Administration”  means  the 
Small  Business  Administration; 

(2)  the  term  “Administrator”  means  the 
Administrator  of  the  Small  Business  Admin¬ 
istration; 

(3)  the  term  “company”  means  a  small- 
business  investment  company  organized  as 
provided  in  title  III; 

(4)  the  term  “United  States”  means  the 
several  States,  the  Territories  of  Alaska  and 
Hawaii,  the  District  of  Columbia,  and  the 
Commonwealth  of  Puerto  Rico; 

(5)  The  term  “small-business  concern” 

shall  have  the  same  meaning  as  in  the  Small 
Business  Act  of  1953.  > 

(6)  the  term  “investment  companies” 
means  investment  companies  as  defined  in 
section  3  of  the  Investment  Company  Act 
of  1940  which  are  subject  to  the  provisions 
of  that  Act;  and 

(7)  the  term  “State  and  local  development 
companies”  means  enterprises  incorporated 
under  State  law  with  the  authority  to  pro¬ 
mote  and  assist  the  growth  and  development 
of  small-business  concerns  in  the  areas  cov¬ 
ered  by  their  operations. 

TITLE  n - SMALL  BUSINESS  INVESTMENT  DIVISION 

OF  THE  SMALL  BUSINESS  ADMINISTRATION 

Establishment  of  Small  Business  Investment 
Division 

Sec.  201.  There  is  thereby  established  in 
the  Small  Business  Administration  a  division 
to  be  known  as  the  Small  Business  Invest¬ 
ment  Division.  The  division  shall  be  headed 
by  a  Deputy  Administrator  who  shall  be 
appointed  by  the  President,  by  and  with  the 
advice  and  consent  of  the  Senate,  and  shall 
receive  compensation  at  the  rate  provided 
by  law  for  other  deputy  administrators  of 
the  Small  Business  Administration.  The 
powers  conferred  by  this  Act  upon  the  Ad¬ 
ministration  shall  be  exercised  by  the  Ad¬ 
ministration  through  the  Small  Business 
Investment  Division,  and  the  powers  herein 
conferred  upon  the  Administrator  shall  be 
exercised  by  him  through  the  Deputy  Ad¬ 
ministrator  appointed  hereunder.  In  the 
performance  of,  and  with  respect  to  the 
functions,  powers,  and  duties  vested  in  him 
by  this  Act,  the  Administrator  shall  (in 
addition  to  any  authority  otherwise  vested 
in  him  by  this  Act)  have  the  functions, 
powers,  and  duties  set  forth  in  sections  205 
and  206  of  the  Small  Business  Act  of  1953. 

Provision  of  funds 

Sec.  202.  (a)  In  order  to  finance  activities 
as  provided  in  section  203,  the  Administra¬ 
tion  is  authorized  and  empowered  to  issue 
to  the  Secretary  of  the  Treasury  notes  and 
other  obligations  in  an  amount  not  exceed¬ 
ing  $250,000,000  outstanding  at  any  one  time: 
Provided,  That  the  total  amount  of  such 
notes  and  other  obligations  which  may  be 


1958 


CONGRESSIONAL  RECORD  —  SENATE 


9433 


outstanding  during  the  first  year  after  en¬ 
actment  shall  not  exceed  $50,000,000,  and 
during  the  second  year  after  enactment 
shall  not  exceed  $150,000,000.  Such  notes 
and  other  obligations  shall  be  in  such  forms 
and  denominations,  have  such  maturities, 
and  be  subject  to  such  terms  and  conditions 
as  may  be  prescribed  by  the  Administration, 
with  the  approval  of  the  Secretary  of  the 
Treasury.  Such  notes  and  other  obligations 
shall  bear  interest  at  a  rate  determined 
by  the  Secretary  of  the  Treasury  which  shall 
not  be  more  than  the  current  average  yield 
on  outstanding  marketable  obligations  of 
the  United  States  of  comparable  maturities 
as  of  the  last  day  of  the  month  preceding 
the  issuance  of  such  notes  and  other  obli¬ 
gations.  The  Secretary  of  the  Treasury  is 
authorized  to  purchase  any  notes  and  other 
obligations  of  the  Administration  issued 
hereunder  and  for  such  purpose  the  Secre¬ 
tary  of  the  Treasury  is  authorized  to  use  as 
a  public  debt  transaction  the  proceeds  from 
the  sale  of  any  securities  issued  under  the 
Second  Liberty  Bond  Act,  as  amended,  and 
the  purposes  for  which  securities  may  be 
issued  under  such  Act  are  extended  to  in¬ 
clude  any  purchases  of  such  notes  and  other 
obligations.  The  Secretary  of  the  Treasury 
may  at  any  time  sell  any  of  the  notes  and 
other  obligations  acquired  by  him  under  this 
section.  All  redemptions,  purchases,  and 
sales  by  the  Secretary  of  the  Treasury  of 
such  notes  and  other  obligations  shall  be 
treated  as  public  debt  transactions  of  the 
United  States. 

(b)  Funds  borrowed  under  this  section 
and  any  proceeds  therefrom  shall  constitute 
a  revolving  fund  which  may  be  used  by  the 
Administration  in  the  exercise  of  its  func¬ 
tions  under  this  Act. 

(c)  There  are  hereby  authorized  to  be 
appropriated  such  sums  as  may  be  neces¬ 
sary  and  appropriate  for  the  administrative 
expenses  of  the  Administration. 

Purposes  of  revolving  fund 

Sec.  203.  The  Administration  is  authorized 
to  use  its  revolving  fund — 

(1)  to  purchase  the  subordinated  deben¬ 
tures  of  small  business  investment  com¬ 
panies  as  provided  in  section  302; 

(2)  to  make  loans  to  small  business  in¬ 
vestment  companies  as  provided  in  section 
303;  and 

(3)  to  make  loans  to  State  and  local  de¬ 
velopment  companies  as  provided  in  sections 
501  and  502. 

TITLE  HI - SMALL  BUSINESS  INVESTMENT 

COMPANIES 

Organisation  of  small  business  investment 
companies 

Sec.  301.  (a)  Small  business  investment 
companies  may  be  formed  for  the  purpose 
of  operating  under  this  act  by  any  num¬ 
ber  of  persons,  not  less  than  10,  who  shall 
subscribe  to  the  articles  of  incorporation  of 
any  such  company:  Provided,  That  no  such 
company  shall  be  chartered  under  this  sec¬ 
tion  after  June  30,  1961. 

(b)  The  articles  of  incorporation  of  any 
small  business  investment  company  shall 
specify  in  general  terms  the  objects  for 
which  the  company  is  formed,  the  name 
assumed  by  such  company,  the  area  or  areas 
in  which  its  operations  are  to  be  carried  on, 
the  place  where  its  principal  office  is  to  be 
located,  and  the  amount  and  classes  of  its 
shares  of  capital  stock.  Such  articles  may 
contain  any  other  provisions  not  inconsist¬ 
ent  with  this  act  that  the  company  may  see 
fit  to  adopt  for  the  regulation  of  its  business 
and  the  conduct  of  its  affairs.  Such  articles 
and  any  amendments  thereto  adopted  from 
time  to  time  shall  be  subject  to  the  approval 
of  the  Administration. 

(c)  The  articles  of  Incorporation  and 
amendments  thereto  shall  be  forwarded  to 
the  Administration  for  consideration  and 
approval  or  disapproval.  In  determining 
whether  to  approve  the  establishment  of 


such  a  company  and  its  proposed  articles  of 
incorporation,  the  Administration  shall  give 
due  regard,  among  other  things,  to  the  need 
for  the  financing  of  small-business  concerns 
in  the  area  in  which  the  proposed  company 
is  to  commence  business,  the  general  char¬ 
acter  of  the  proposed  management  of  the 
company,  the  number  of  such  companies 
previously  organized  in  the  United  States, 
and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the  Ad¬ 
ministration  may  in  its  discretion  approve 
the  articles  of  incorporation  and  issue  a 
permit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the 
company  shall  become  and  be  a  body  cor¬ 
porate,  and  as  such,  and  in  the  name  desig¬ 
nated  in  its  articles  shall  have  powers 

(1)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  for  a  period  of  30 
years,  unless  extended  as  provided  in  section 
309  (f),  or  unless  sooner  dissolved  by  the  act 
of  the  shareholders  owning  two-thirds  of  the 
stock  or  by  an  act  of  Congress,  or  unless  its 
franchise  become  forfeited  by  some  violation 
of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and 
defend  in  any  court  of  law  or  equity; 

(5)  by  its  board  of  directors,  to  appoint 
such  officers  and  employees  as  may  be 
deemed  proper,  define  their  authority  and 
duties,  fix  their  compensation,  require  bonds 
of  such  of  them  as  it  deems  advisable  and 
fix  the  penalty  thereof,  dismiss  such  officers 
or  employees,  or  any  thereof,  at  pleasure, 
and  appoint  others  to  fill  their  places; 

(6)  to  adopt  bylaws  regulating  the  man¬ 
ner  in  which  its  stock  shall  be  transferred, 
its  officers  and  employees  oppointed,  its 
property  transferred,  and  the  privileges 
granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies 
subject  to  the  approval  of  the  Administra¬ 
tion; 

(8)  to  acquire,  hold,  operate,  and  dispose 
of  any  property  (real,  personal,  or  mixed) 
whenever  necessary  or  appropriate  to  the 
carrying  out  of  its  lawful  functions; 

(9)  to  act  as  depository  or  fiscal  agent  of 
the  United  States  when  so  designated  by  the 
Secretary  of  the  Treasury; 

(10)  to  operate  in  such  area  or  areas  as 
may  be  specified  in  its  articles  of  incorpora¬ 
tion  and- approved  by  the  Administration; 
and 

(11)  to  exercise  the  other  powers  set 
forth  in  this  act  and  such  incidental  powers 
as  may  reasonably  be  necessary  to  carry  on 
the  business  for  which  the  company  is 
established. 

(e)  The  board  of  directors  of  each  small 
business  investment  company  shall  consist 
of  nine  members  who  shall  be  elected  an¬ 
nually  by  the  holders  of  the  shares  of  stocks 
of  the  company. 

Capital  stock  and  subordinated  debentures 

Sec.  302.  (a)  Each  company  organized 
under  this  act  shall  have  a  paid-in  capital 
and  surplus  equal  to  at  least  $300,000  before 
it  shall  commence  business.  In  order  to 
facilitate  the  formation  of  small  business 
investment  companies,  the  Administration 
is  hereby  authorized,  notwithstanding  any 
other  provisions  of  law,  to  purchase  the  de¬ 
bentures  of  any  such  company  in  an  amount 
equal  to  not  more  than  $150,000.  Any  de¬ 
bentures  purchased  by  the  Administration 
under  this  subsection  shall  be  subordinate 
to  any  other  debenture  bonds,  promissory 
notes,  or  other  obligations  which  may  be 
issued  by  such  companies,  and  shall  be 
deemed  a  part  of  the  capital  and  surplus  of 
such  companies  for  purposes  of  this  section 
and  sections  303  (b)  and  306  of  this  act. 

(b)  The  shares  of  stock  in  any  small  busi¬ 
ness  investment  company  shall  be  eligible 
for  purchase  by  member  banks  of  the  Fed¬ 
eral  Reserve  System,  nonmember  insured 
banks,  financial  institutions,  insurance  com¬ 
panies,  corporations,  partnerships,  or  other 


persons.  In  no  event  shall  any  member 
bank  of  the  Federal  Reserve  System  or  any 
nonmember  insured  bank  hold  such  shares 
in  small  business  investment  companies  in 
an  amount  aggregating  more  than  1  percent 
of  the  capital  and  surplus  of  such  bank. 

(c)  The  aggregate  amount  of  shares  in 
any  such  company  or  companies  which  may 
be  owned  or  controlled  by  any  stockholder, 
or  by  any  group  or  class  of  stockholders,  may 
be  limited  by  the  Administration. 

Borrowing  power 

Sec.  303.  (a)  Each  small  business  invest¬ 
ment  company  shall  have  authority  to  bor¬ 
row  money  and  to  issue  its  debenture  bonds, 
promissory  notes,  or  other  obligations  under 
such  general  conditions  and  subject  to  such 
limitations  and  regulations  as  the  Adminis¬ 
tration  may  prescribe. 

(ta)  To  encourage  the  formation  and 
growth  of  small  business  investment  com¬ 
panies,  the  Administration  is  authorized  to 
lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shall 
bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  Administration  may  fix. 
The  total  amount  of  obligations  purchased 
and  outstanding  at  any  one  time  by  the  Ad¬ 
ministration  under  this  subsection  in  any 
one  company  shall  not  exceed  50  percent  of 
the  paid-in  capital  and  surplus  of  such 
company. 

Provision  of  equity  capital  for  small-business 
concerns 

Sec.  304.  (a)  It  shall  be  a  primary  func¬ 
tion  of  each  small  business  investment  com¬ 
pany  to  provide  a  source  of  needed  equity 
capital  for  small-business  concerns  in  the 
manner  and  subject  to  the  condition  de¬ 
scribed  in  this  section. 

(b)  Capital  shall  be  provided  by  a  com¬ 
pany  to  a  small-business  concern  under  this 
section  only  through  the  purchase  of  deben¬ 
ture  bonds  (of  such  concern)  which  shall — 

( 1 )  bear  interest  at  such  rate,  and  contain 
such  other  terms,  as  the  company  may  fix 
with  the  approval  of  the  Administration; 

(2)  be  callable  on  any  interest  payment 
date,  upon  3  months’  notice,  at  par  plus  ac¬ 
crued  interest;  and 

(3)  be  convertible  at  the  option  of  the 
company,  or  a  holder  in  due  course,  up  to 
and  including  the  effective  date  of  any  call 
by  the  issuer,  into  stock  of  the  small- 
business  concern  at  the  sound  book  value  of 
such  stock  determined  at  the  time  of  the 
issuance  of  the  debentures. 

(c)  Before  any  capital  is  provided  to  a 
small -business  concern  under  this  section — 

( 1 )  the  company  may  require  such  concern 
to  refinance  any  or  all  of  its  outstanding 
indebtedness  so  that  the  company  is  the 
only  holder  of  any  evidence  of  indebtedness 
of  such  concern;  and 

(2)  except  as  provided  in  regulations  is¬ 
sued  by  the  Administration,  such  concern 
shall  agree  that  it  will  not  thereafter  incur 
any  indebtedness  without  first  securing  the 
approval  of  the  company  and  giving  the 
company  the  first  opportunity  to  finance 
such  indebtedness. 

(d)  Whenever  a  company  provides  capital 
to  a  small-business  concern  under  this  sec¬ 
tion,  such  concern  shall  be  required  to  be¬ 
come  a  stockholder-proprietor  of  the 
company  by  investing  in  the  capital  stock 
of  the  company,  in  an  amount  equal  to 
not  less  than  2  percent  nor  more  than  5  per¬ 
cent  of  the  amount  of  the  capital  so  pro¬ 
vided,  in  accordance  with  regulations 
prescribed  by  the  Administrator;  except  that 
the  Administrator  may  by  regulation  permit 
any  such  concern  to  defer  the  purchase  of 
such  stock  for  a  period  of  not  to  exceed 
three  years. 

Long-term  loans  to  small-business  concerns 

Sec.  305.  (a)  Each  company  is  authorized 
to  make  loans,  in  the  manner  and  subject 
to  the  conditions  described  in  this  section, 
to  incorporated  and  unincorporated  small- 
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business  concerns  in  order  to  provide  such 
concerns  with  funds  needed  for  sound  fi¬ 
nancing,  growth,  modernization  and  ex¬ 
pansion. 

(b)  Loans  made  under  this  section  may  be 
made  directly  or  in  cooperation  with  other 
lending  institutions  through  agreements  to 
participate  on  an  immediate  or  deferred 
basis. 

(c)  The  maximum  rate  of  interest  for 
the  company’s  share  of  any  loan  made  under 
this  section  shall  be  determined  by  the  Ad¬ 
ministration. 

(d)  Any  loan  made  under  this  section 
shall  have  a  maturity  not  exceeding  30  years. 

(e)  Any  loan  made  under  this  section  shall 
be  of  such  sound  value,  or  so  secured,  as 
reasonably  to  assure  repayment. 

(f)  Any  company  which  has  made  a  loan 
to  a  small-business  concern  under  this  sec¬ 
tion  is  authorized  to  extend  the  maturity  of 
or  renew  such  loan  for  additional  periods, 
not  exceeding  10  years,  if  the  company  finds 
that  such  extension  or  renewal  will  aid  in 
the  orderly  liquidation  of  such  loan. 

Aggregate  limitations 

Sec.  306.  Without  the  approval  of  the  Ad¬ 
ministration.  the  aggregate  amount  of  obli¬ 
gations  and  securities  acquired  and  for 
which  commitments  may  be  issued  by  any 
small  business  investment  company  under 
the  provisions  of  this  act  for  any  single  en¬ 
terprise  shall  not  exceed  20  percent  of  the 
combined  capital  and  surplus  of  such  small 
business  investment  company  authorized  by 
this  act. 

Exemptions 

Sec.  307.  (a)  Section  3  of  the  Securities 
Act  of  1933,  as  amended  (15  U.  S.  C.  77c),  is 
hereby  amended  by  inserting  at  the  end 
thereof  the  following  new  subsection  (c)  : 

“(c)  The  Commission  may  from  time  to 
time  by  its  rules  and  regulations  and  sub¬ 
ject  to  such  terms  and  conditions  as  may 
be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any 
class  of  securities  issued  by  a  small  business 
investment  company  under  the  Small  Busi¬ 
ness  Investment  Act  of  1958  if  it  finds,  hav¬ 
ing  regard  to  the  purposes  of  that  act,  that 
the  enforcement  of  this  act  with  respect  to 
such  securities  is  not  necessary  in  the  public 
interest  and  for  the  protection  of  investors.’’ 

(b)  Section  304  of  the  Trust  Indenture  Act 
of  1939  (15  U.  S.  C.  77ddd)  is  hereby  amended 
by  adding  the  following  subsection  (e) : 

“(e)  The  Commission  may  from  time  to 
time  by  its  rules  and  regulations,  and  subject 
to  such  terms  and  conditions  as  may  be  pre¬ 
scribed  herein,  add  to  the  securities  ex¬ 
empted  as  provided  in  this  section  any  class 
of  securities  issued  by  a  small  business  in¬ 
vestment  company  under  the  Small  Business 
Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  act,  that  the 
enforcement  of  this  act  with  respect  to  such 
securities  is  not  necessary  in  the  public  in¬ 
terest  and  for  the  protection  of  investors.” 

(c)  Section  18  of  the  Investment  Company 
Act  of  1940  (15  U.  S.  C.  80a)  is  amended  by 
adding  at  the  end  thereof  the  following: 

“(k)  The  provisions  of  subparagraphs  (A) 
and  (B)  of  paragraph  (1)  of  subsection  (a) 
of  this  section  shall  not  apply  to  investment 
companies  operating  under  the  Small  Busi¬ 
ness  Investment  Act  of  1958.” 

Tax  provisions 

Sec.  308.  (a)  Section  165  of  the  Internal 
Revenue  Code  of  1954  (relating  to  deduction 
for  losses)  is  amended  by  adding  at  the  end 
of  subsection  (h)  the  following  new  para¬ 
graphs  : 

“(3)  For  special  rule  for  losses  on  stock 
in  a  small  business  investment  company,  see 
section  1242. 

“(4)  For  special  rule  for  losses  of  a  small 
business  investment  company,  see  section 
1243.” 

(b)  Subchapter  P  of  the  Internal  Revenue 


Code  of  1954  is  amended  by  adding  at  the 
end  thereof  the  following  new  sections: 

“Sec.  1242.  Losses  on  small  business  invest- 
company  stock. 

“In  the  case  of  a  taxpayer  if — 

“(1)  A  loss  is  on  stock  in  a  small  business 
investment  company  operating  under  the 
Small  Business  Investment  Act  of  1958.  and 

“(2)  Such  loss  would  (but  for  this  sec¬ 
tion)  be  treated  as  a  loss  from  the  sale  or 
exchange  of  a  capital  asset, 
then  such  loss  shall  be  treated  as  a  loss 
from  the  sale  or  exchange  of  an  asset  which 
is  not  a  capital  asset. 

“Sec.  1243.  Loss  of  small  business  invest¬ 
ment  company. 

“In  the  case  of  a  small  business  invest¬ 
ment  company,  if — 

“(1)  A  loss  is  on  convertible  debentures 
(including  stock  received  pursuant  to  the 
conversion  privilege)  acquired  pursuant  to 
section  304  of  the  Small  Business  Invest¬ 
ment  Act  of  1958,  and 

“(2)  Such  loss  would  (but  for  this  sec¬ 
tion)  be  treated  as  a  loss  from  the  sale  or 
exchange  of  a  capital  asset, 
then  such  loss  shall  be  treated  as  a  loss  from 
the  sale  or  exchange  of  an  asset  which  is 
not  a  capital  asset.” 

(c)  Section  243  of  the  Internal  Revenue 
Code  of  1954  (relating  to  dividends  received 
by  corporations)  is  amended  as  follows: 

(1)  by  striking  from  subsection  (a)  the 
following  language  “In  the  case  of  a  cor¬ 
poration”  and  inserting  in  lieu  thereof  the 
following  language  “In  the  case  of  a  cor¬ 
poration  (other  than  a  small  business  in¬ 
vestment  company  operating  under  the 
Small  Business  Investment  Act  of  1958)  ”. 

(2)  By  adding  at  the  end  thereof  the  fol¬ 
lowing  new  subsection: 

“(c)  Small  business  investment  company. 
In  the  case  of  a  small  business  investment 
company,  there  shall  be  allowed  as  a  de¬ 
duction  an  amount  equal  to  100  percent  of 
the  amount  received  as  dividends  (other 
than  dividends  described  in  paragraph  (1) 
of  section  244,  relating  to  dividends  on  pre¬ 
ferred  stock  of  a  public  utility)  from  a  do¬ 
mestic  corporation  which  is  subject  to  tax¬ 
ation  under  this  chapter.” 

(d)  Section  246  (b)  (1)  of  the  Internal 
Revenue  Code  of  1954  (relating  to  limita¬ 
tion  on  aggregate  amount  of  deductions  for 
dividends  received)  is  amended  by  striking 
“243”  wherever  appearing  and  inserting  in 
lieu  thereof  “243  (a)  and  (b)”. 

Miscellaneous 

Sec.  309.  (a)  Wherever  practicable  the  op¬ 
erations  of  a  small  business  investment  com¬ 
pany,  including  the  generation  of  business, 
may  be  undertaken  in  cooperation  with 
banks  or  other  financial  institutions,  and 
any  servicing  or  initial  investigation  re¬ 
quired  for  loans  or  acquisitions  of  securities 
by  the  company  under  the  provisions  of  this 
Act  may  be  handled  through  such  banks 
or  other  financial  institutions  on  a  fee  basis. 
Any  small  business  investment  company  may 
receive  fees  for  services  rendered  to  banks 
or  other  financial  institutions. 

(b)  Each  small  business  investment  com¬ 
pany  may  make  use,  wherever  practicable,  of 
the  advisory  services  of  the  Federal  Reserve 
System  and  of  the  Department  of  Com¬ 
merce  which  are  available  for  and  useful  to 
industrial  and  commercial  businesses,  and 
may  provide  consulting  and  advisory  services 
on  a  fee  basis  and  have  on  its  staff  persons 
competent  to  provide  such  services.  Any 
Federal  Reserve  bank  is  authorized  to  act 
as  a  depository  or  fiscal  agent  for  any  com¬ 
pany  organized  under  this  act.  Such  com¬ 
panies  may  invest  funds  not  reasonably 
needed  for  their  current  operations  in  direct 
obligations  of,  or  obligations  guaranteed  as 
to  principal  and  interest  by,  the  United 
States. 


(c)  The  Administration  is  authorized  to 
prescribe  regulations  governing  the  opera¬ 
tions  of  small  business  investment  com¬ 
panies,  and  to  carry  out  the  provisions  of 
this  act,  in  accordance  with  the  purposes 
of  this  act.  Each  small  business  investment 
company  shall  be  subject  to  examinations 
made  by  direction  by  the  Administration  by 
examiners  selected  or  approved  by  the  Ad¬ 
ministration,  and  the  cost  of  such  exam¬ 
inations,  including  the  compensation  of  the 
examiners,  may  in  the  discretion  of  the  Ad¬ 
ministration  be  assessed  against  the  com¬ 
pany  examined  and  when  so  assessed  shall 
be  paid  by  such  company.  Every  such  com¬ 
pany  shall  make  such  reports  to  the  Admin¬ 
istration  at  such  times  and  in  such  form 
as  the  Administration  may  require;  except 
that  the  Administration  is  authorized  to 
exempt  from  making  such  reports  any  such 
company  which  is  registered  under  the  In¬ 
vestment  Company  Act  of  1940  to  the  extent 
necessary  to  avoid  duplication  in  reporting 
requirements. 

(d)  Should  any  small  business  investment 
company  violate  or  fail  to  comply  with  any 
of  the  provisions  of  this  act  or  of  regula¬ 
tions  prescribed  hereunder,  all  of  its  rights, 
privileges,  and  franchises  derived  there¬ 
from  may  thereby  be  forfeited.  Before  any 
such  company  shall  be  declared  dissolved, 
or  its  rights,  privileges,  and  franchises  for¬ 
feited,  any  noncompliance  with  or  violation 
of  this  act  shall  be  determined  and  ad¬ 
judged  by  a  court  of  the  United  States  of 
competent  jurisdiction  in  a  suit  brought  for 
that  purpose  in  the  district,  Territory,  or 
other  place  subject  to  the  jurisdiction  of  the 
United  States,  in  which  the  principal  office 
of  such  company  is  located.  Any  such  suit 
shall  be  brought  by  the  United  States  at  the 
insistence  of  the  Administration  or  the  At¬ 
torney  General. 

(e)  Whenever  in  the  judgment  of  the  Ad¬ 
ministration  any  person  has  engaged  or  is 
about  to  engage  in  any  acts  or  practices 
which  constitute  or  will  constitute  a  viola¬ 
tion  of  any  provision  of  this  act  or  of  any 
regulation  thereunder,  the  Administration 
may  make  application  to  the  proper  district 
court  of  the  United  States,  or  a  United  States 
court  of  any  Territory  or  other  place  subject 
to  the  jurisdiction  of  the  United  States,  for 
an  order  enjoining  such  acts  or  practices, 
or  for  an  order  enforcing  compliance  with 
such  provision  or  regulation,  and  such  courts 
shall  have  jurisdiction  of  such  actions  and, 
upon  a  showing  by  the  Administration  that 
such  person  has  engaged  or  is  about  to  en¬ 
gage  in  any  such  acts  or  practices,  a  perma¬ 
nent  or  temporary  injunction,  restraining 
order,  or  other  order,  shall  be  granted  with¬ 
out  bond. 

(f)  Any  small  business  investment  com¬ 
pany  may  at  any  time  within  the  2  years 
next  previous  to  the  date  of  the  expiration 
of  its  corporate  existence,  by  a  vote  of  the 
shareholders  owning  two-thirds  of  its  stock, 
apply  to  the  Administration  for  approval  to 
extend  the  period  of  its  corporate  existence 
for  a  term  of  not  more  than  30  years,  and 
upon  approval  by  the  Administration,  as  pro¬ 
vided  in  section  301  hereof,  such  company 
shall  >  have  its  corporate  existence  extended 
for  such  approved  period  unless  sooner  dis¬ 
solved  by  the  act  of  the  shareholders  own¬ 
ing  two-thirds  of  its  stock,  or  by  an  act  of 
Congress,  or  unless  its  franchise  becomes 
forfeited  as  herein  provided. 

(g)  Nothing  in  this  act  or  in,  any  other 
provision  of  law  shall  be  deemed  to  impose 
any  liability  on  the  United  States  with  re¬ 
spect  to  any  obligations  entered  into,  or 
stocks  issued,  or  commitments  made,  by  any 
company  organized  under  this  act. 

Approving  State  chartered  companies  for 
operations  under  this  act 

Sec.  310.  Any  Investment  company  char¬ 
tered  under  the  laws  of  any  State  expressly 
for  the  purpose  of  operating  under  this  act 
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may  with  the  approval  of  the  administrator 
be  permitted  to  operate  under  the  provisions 
of  this  act.  Upon  such  approval,  which 
shall  be  given  with  due  regard  to  the  fac¬ 
tors  specified  in  section  301  (c)  with  respect 
to  organization  of  small  business  invest¬ 
ment  companies,  such  State  investment  com¬ 
pany  shall  have  the  same  powers  and  privi¬ 
leges  and  shall  be  subject  to  the  same  duties, 
liabilities,  and  regulations,  in  all  respects, 
as  are  prescribed  by  this  act  for  companies 
organized  under  section  301  as  small  busi¬ 
ness  investment  companies. 

TITLE  IV - CONVERSION  OF  STATE  CHARTERED  IN¬ 

VESTMENT  COMPANIES  AND  STATE  DEVELOP¬ 
MENT  COMPANIES 

Sec.  401.  (a)  Prior  to  July  1,  1961,  any  in¬ 
vestment  company  or  any  State  development 
company  may,  by  the  vote  of  the  sharehold¬ 
ers  owning  not  less  than  51  percent  of  the 
capital  stock  of  such  company,  with  the  ap¬ 
proval  of  the  Administration,  be  converted 
into  a  small  business  investment  company 
under  this  act;  except  that  nothing  con¬ 
tained  herein  shall  be  construed  to  super¬ 
sede  the  laws  of  any  State. 

(b)  In  such  case  the  articles  of  associa¬ 
tion  and  organization  certificate  may  be 
executed  by  a  majority  of  the  directors  of 

\  the  corporation,  and  the  certificate  shall 
declare  that  the  owners  of  51  percent  of  the 
capital  stock  have  authorized  the  directors 
to  make  such  certificate  and  to  change  or 
convert  the  corporation  into  a  small  busi¬ 
ness  investment  company.  A  majority  of 
the  directors,  after  executing  the  articles  of 
association  and  the  organization  certificate, 
shall  have  power  to  execute  all  other  papers 
and  to  do  whatever  may  be  required  to  make 
its  organization  perfect  and  complete  as  a 
small  business  investment  company.  The 
shares  of  any  such  company  may  continue 
to  be  for  the  same  amount  each  as  they 
were  before  the  conversion,  and  the  direc¬ 
tors,  regardless  of  number,  may  continue  to 
be  directors  of  the  corporation  until  the 
election  of  the  board  of  directors  is  held  in 
accordance  with  regulations  of  the  Adminis¬ 
tration. 

(c)  When  the  Administration  has  given 
to  such  company  a  certificate  that  the  pro-, 
visions  of  this  act  have  been  complied  with, 
such  company  shall  have  the  same  powers 
and  privileges  and  shall  be  subject  to  the 
same  duties,  liabilities,  and  regulations,  in 
all  respects,  as  are  prescribed  by  this  act  for 
companies  originally  organized  as  small 
business  investment  companies. 

TITLE  V - LOANS  TO  STATE  AND  LOCAL 

DEVELOPMENT  COMPANIES 

Sec.  501.  (a)  The  Administration  is  au¬ 
thorized  to  make  loans  to  State  and  local  de¬ 
velopment  companies  to  assist  in  carrying  out 
the  purposes  of  this  act;  except  that  no  such 
loan  shall  be  made  to  any  local  development 
company  after  June  30,  1961.  Any  funds  ad¬ 
vanced  under  this  subsection  shall  be  in  ex¬ 
change  for  obligations  of  the  development 
company  which  bear  interest  at  such  rate, 
and  contain  such  other  terms,  as  the  Admin¬ 
istration  may  fix,  and  funds  may  be  so  ad¬ 
vanced  without  regard  to  the  use  and  invest¬ 
ment  by  the  development  company  of  funds 
secured  by  it  from  other  sources. 

(b)  The  total  amount  of  obligations  pur¬ 
chased  and  outstanding  at  any  one  time  by 
the  Administration  under  this  section  from 
any  one  State  or  local  development  company 
shall  not  exceed  the  total  amount  borrowed 
by  it  from  all  other  sources. 

Sec.  502.  The  Administration  may,  in  addi¬ 
tion  to  its  authority  under  section  501,  make 
loans  for  plant  construction,  conversion  or 
expansion,  including  the  acquisition  of  land, 
to  State  and  local  development  companies, 
and  such  loans  may  be  made  or  effected  either 
directly  or  in  cooperation  with  banks  or  other 
lending  institutions  through  agreements  to 
participate  on  an  Immediate  or  deferred 


basis:  Provided,  however,  That  the  foregoing 
powers  shall  be  subject  to  the  following  re¬ 
strictions  and  limitations : 

(1)  All  loans  made  shall  be  so  secured  as 
reasonably  to  assure  repayment.  In  agree¬ 
ments  to  participate  in  loans  on  a  deferred 
basis  under  this  subsection,  such  participa¬ 
tion  by  the  Administration  shall  not  be  in 
excess  of  90  percent  of  the  balance  of  the  loan 
outstanding  at  the  time  of  disbursement. 

(2)  The  proceeds  of  any  such  loan  shall 
be  used  solely  by  such  borrower  to  assist  an 
identifiable  small-business  concern  and  for  a 
sound  business  purpose  approved  by  the  Ad¬ 
ministration. 

(3)  Loans  made  by  the  Administration 
under  this  section  shall  be  limited  to  $250,000 
for  each  such  identifiable  small-business  con¬ 
cern. 

(4)  Any  development  company  assisted 
under  this  section  must  meet  criteria  estab¬ 
lished  by  the  Administration,  including  the 
extent  of  participation  to  be  required  or 
amount  of  paid-in  capital  to  be  used  in  each 
instance  as  is  determined  to  be  reasonable  by 
the  Administration. 

(5)  No  loans,  including  extensions  or  re¬ 
newals  thereof,  shall  be  made  by  the  Ad¬ 
ministration  for  a  period  or  periods  exceed¬ 
ing  10  years  plus  such  additional  period  as 
is  estimated  may  be  required  to  complete 
construction,  conversion,  or  expansion,  but 
the  Administration  may  extend  the  maturity 
of  or  renew  any  loan  made  pursuant  to  this 
section  beyond  the  period  stated  for  addi¬ 
tional  periods,  not  to  exceed  10  years,  if  such 
extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan.  Any  such  loan  shall 
bear  interest  at  a  rate  fixed  by  the  Admin¬ 
istration. 

(6)  No  loan  shall  be  made  under  this  sec¬ 
tion  to  any  local  development  company  after 
June  30,  1961. 

TITLE  VI - CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

Repeal  of  section  13b  of  the  Federal  Reserve 
Act 

Sec.  601.  Effective  1  year  after  the  date  of 
enactment  of  this  act,  section  13b  of  the 
Federal  Reserve  Act  (12  U.  S.  C.  352a)  is 
hereby  repealed;  but  such  repeal  shall  not 
affect  the  power  of  any  Federal  Reserve  bank 
to  carry  out,  or  protect  its  interest  under, 
any  agreement  theretofore  made  or  transac¬ 
tion  entered  into  in  carrying  on  operations 
under  that  section. 

Fund  for  management  counseling 

Sec.  602.  (a)  Within  60  days  after  the  en¬ 
actment  of  this  act,  each  Federal  Reserve 
bank  shall  pay  to  the  United  States  the 
aggregate  amount  which  the  Secretary  of 
the  Treasury  has  heretofore  paid  to  such 
bank  under  the  provisions  of  section  13b  of 
the  Federal  Reserve  Act;  and  such  payment 
shall  constitute  a  full  discharge  of  any  obli¬ 
gation  or  liability  of  the  Federal  Reserve 
bank  to  the  United  States  or  to  the  Secretary 
of  the  Treasury  arising  out  of  subsection  (e) 
of  said  section  13b  or  out  of  any  agreement 
thereunder. 

(b)  The  amounts  repaid  to  the  United 
States  pursuant  to  subsection  (a)  of  this 
section  shall  be  covered  into  a  special  fund 
in  the  Treasury  which  shall  be  available  for 
grants  under  section  207  (c)  of  the  Small 
Business  Act  of  1953.  Any  remaining  bal¬ 
ance  of  funds  set  aside  in  the  Treasury  for 
payments  under'  section  13b  of  the  Federal 
Reserve  Act  shall  be  covered  into  the  Treas¬ 
ury  as  miscellaneous  receipts. 

-(c)  Section  207  of  the  Small  Business  Act 
of  1953  is  amended  by  adding  at  the  end 
thereof  a  new  subsection  as  follows: 

“(c)  The  Administration  also  is  empow¬ 
ered  to  make  grants  to  any  State  govern¬ 
ment  or  any  agency  thereof,  State-chartered 
development  credit  or  finance  corporations, 
land-grant  colleges  and  universities,  and  col¬ 
leges  and  schools  of  business,  engineering, 
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commerce,  or  agricultural  studies,  research, 
and  counseling  concerning  the  managing, 
financing,  and  operation  of  small-business 
enterprises  and  technical  and  statistical  in¬ 
formation  necessary  thereto  in  order  to  carry 
out  the  purposes  of  subsection  (b)  (4)  of 
this  section  by  coordinating  such  informa¬ 
tion  with  existing  information  facilities 
within  the  State  and  by  making  such  infor¬ 
mation  available  to  State  and  local  agencies. 
Only  one  such  grant  shall  be  made  within  any 
one  State  in  any  one  year,  and  no  such  grant 
shall  exceed  an  aggregate  amount  of  $40,000. 
Such  grants  shall  be  made  from  the  fund 
established  in  the  Treasury  by  section  602 
(b)  of  the  Small  Business  Investment  Act  of 
1958." 

TITLE  Vn - CRIMINAL  PENALTIES 

Sec.  701  (a)  The  first  paragraph  of  section 
217  of  title  18,  United  States  Code,  is 
amended  by  inserting  after  “farm  credit  ex¬ 
aminer,"  the  following:  “or  of  any  sihall 
business  investment  company,”. 

(b)  Section  218  of  such  title  is  amended 
by  inserting  after  “National  Agricultural 
Credit  Corporations,”  the  following:  “or  an 
examiner  of  small  business  investment  com¬ 
panies,”. 

Sec.  702.  (a)  The  first  paragraph  of  section 
221  of  'title  18,  United  States  Code,  is 
amended  by  inserting  after  “United  States,” 
the  following:  “or  a  small  business  invest¬ 
ment  company,”. 

(b)  The  second  paragraph  of  such  section 
221  is  amended  by  inserting  after  “Con¬ 
gress,”  the  following:  “or  any  small  business 
investment  company,”. 

(c)  The  heading  of  such  section  221  is 
amended  by  striking  out  “farm  loan  or  land 
bank”  and  inserting  in  lieu  thereof  “farm 
loan,  land  bank,  or  small  business.” 

(d)  The  table  of  sections  for  chapter  II 
of  such  title  18  is  amended  by  striking  out 
“farm  loan  or  land  bank”  in  the  reference 
to  section  221  and  inserting  in  lieu  thereof 
“farm  loan,  land  bank,  or  small  business.” 

•Sec.  703.  Section  657  of  title  18,  United 
States  Code,  is  amended  by  inserting  after 
“Federal  Savings  and  Loan  Insurance  Cor¬ 
poration,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,”. 

Sec.  704.  Section  1006  of  title  18,  United 
States  Code,  is  amended  by  inserting  after 
"Federal  Savings  and  Loan  Insurance  Cor¬ 
poration,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,”. 

Sec.  705.  Section  1014  of  title  18,  United 
States  Code,  is  amended  by  inserting  after 
“a  Federal  Reserve  bank,”  the  following:  “or 
of  a  small  business  investment  company,”. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  wish  to  make  a  brief  statement  on 
the  pending  business,  because  I  must  be 
present  at  the  marking  up  of  the  State- 
Justice-Judiciary  appropriation  bill  at  2 
o’clock  this  afternoon. 

At  the  conclusion  of  my  statement,  I 
shall  suggest  the  absence  of  a  quorum. 
Then  the  distinguished  chairman  of  the 
committee  will  make  an  explanatory 
statement.  We  expect  to  have  some 
amendments  offered  to  the  bill. 

Mr.  President,  I  wish  to  express  my  ap¬ 
preciation  for  the  perseverance,  the  in¬ 
telligence,  and  the  dedication  to  Ameri¬ 
can  free  enterprise  displayed  by  the 
chairman  of  the  Small  Business  Subcom¬ 
mittee  in  the  consideration  of  S.  3651. 
The  Senator  from  Pennsylvania  [Mr. 
Clark],  his  colleagues  on  the  subcommit¬ 
tee,  and  his  very  able  staff  have  done  a 
remarkable  and  vitally  important  job  for 
the  American  people. 

I  want  to  take  a  moment,  too,  to  re¬ 
mark  on  the  efforts  of  other  Senators  in 
the  field  of  small-business  financing. 
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As  Senators  know,  this  problem  has 
faced  several  Congresses.  There  has 
been,  I  think,  general  recognition  of  the 
nature  of  the  problem.  Businessmen 
and  bankers,  Members  of  Congress,  and 
executive  agencies  have  recognized  that 
although  short-term  credit  is  often 
available  to  small  business,  long-term 
credit  and  equity  financing  is  not.  The 
question  is  not  “What  is  the  problem?” 
It  is  “How  can  the  Government  best  help 
to  answer  the  problem?” 

The  problem  was  outlined  thoroughly 
and  exhaustively  in  the  hearings  held 
last  year  by  the  House  Small  Business 
Committee  under  the  able  leadership  of 
Wright  Patman  who  has  devoted  so 
much  of  his  talents  to  small  business. 

A  number  of  bills  have  been  introduced 
in  both  Houses  during  this  Congress, 
proposing  various  solutions  to  the  prob¬ 
lem.  Among  the  Senate  bills  were  S. 
2160,  sponsored  by  Senator  Sparkman 
and  Senators  Fulbright,  Clark,  Hill, 
O’Mahoney,  and  Kefauver;  S.  2185, 
sponsored  by  Senator  Humphrey;  S. 
2286,  by  Senator  Fulbright;  S.  3191,  by 
myself;  and  S.  3651,  the  bill  before  us 
today,  which  I  sponsored  together  with 
Senators  Fulbright,  Sparkman,  Clark, 
Proxmire,  Hill,  O’Mahoney,  Humphrey, 
Beall,  and  Case  of  New  Jersey. 

While  these  bills  took  different  roads, 
they  had  the  same  destination;  aid  to 
small  business  and  the  protection  of 
competitive  enterprise. 

With  the  reporting  of  S.  3651  to  the 
Senate,  we  have  an  opportunity  to  ap¬ 
prove  a  significant  program  of  aid  to 
small  business.  And  it  is  a  program, 
Mr.  President,  that  does  no  violence  to 
free  enterprise,  that  does  not  raise  the 
specter  of  Federal  control  of,  and  com¬ 
petition  with,  private  business. 

S.  3651  is  a  progressive  and  necessary 
bill.  Its  purpose  is  to  provide  assistance 
in  an  area  where  today  neither  Govern¬ 
ment  nor  private  institutions  can  offer 
that  assistance.  As  every  Senator 
knows  from  his  study  of  small  business 
needs,  commercial  banks  are  not  in  the 
business  of  providing  equity  capital  to 
small  businesses.  Neither  are  they  pre¬ 
pared  in  most  instances  to  offer  long¬ 
term  credit  to  such  businesses.  And 
while  the  Small  Business  Administration 
is  authorized  to  make  loans  of  a  maxi¬ 
mum  10-year  duration,  with  a  possible 
further  10-year  extension,  it  cannot 
under  law  go  further  toward  meeting  the 
real  long-term  requirements  of  small 
businesses,  and  it  cannot  provide  equity 
capital  in  any  case. 

As  amended  by  the  committee,  S.  3651 
would  establish  in  the  Small  Business 
Administration  an  Investment  Division. 
The  division’s  functions  would  be  three; 

First.  To  charter,  regulate,  and  ex¬ 
amine  small  business  investment  com¬ 
panies. 

Second.  To  lend  funds  to  those  com¬ 
panies. 

Third.  To  lend  funds  to  State  and 
local  development  companies. 

The  division  would  be  separated,  as 
far  as  possible,  from  the  SBA’s  other 
operations,  because  its  function  is  dis¬ 
tinct  from  those  operations.  From  the 
nature  of  its  job,  it  will  not  develop  a 
staff  of  great  size,  for  it  will  not  be  in 


contact  with  thousands  of  small  busi¬ 
nesses  as  is  the  present  SBA.  Its  con¬ 
tacts  will  be,  instead,  with  investment 
companies. 

The  idea  of  the  investment  compa¬ 
nies  is  an  old  one,  and  it  has  many 
parallels  on  the  statute  books  today. 
The  national  farm  loan  associations, 
under  the  land  bank  system ;  the  savings 
and  loan  associations,  under  the  home- 
loan  bank  system;  the  farm  coopera¬ 
tives,  and  so  on — these  institutions,  like 
the  investment  companies  proposed  un¬ 
der  S.  3651,  were  in  the  beginning 
financed  in  part  by  the  Federal  Govern¬ 
ment.  Some  of  them  are  now  wholly 
owned  by  the  private  citizens  they  were 
intended  to  benefit.  The  others  are  in 
the  process  of  liquidating  Federal  own¬ 
ership. 

Eventual  private  ownership  is  what  is 
proposed  here  for  the  small-business  in¬ 
vestment  companies.  It  has  worked  be¬ 
fore,  to  the  general  satisfaction  of  those 
concerned  with  the  programs  I  have 
mentioned.  And  I  may  say  that  it  has 
resulted  in  neither  the  socialization  of 
our  farms,  of  our  homes,  nor  in  any  dis¬ 
astrous  raids  on  the  Treasury. 

The  investment  companies  will  be  or¬ 
ganized  by  10  or  more  persons,  under 
charters  granted  by  either  the  States  or 
the  SBA.  They  must  have*  as  capital 
and  surplus,  $300,000  before  they  com¬ 
mence  business;  half  of  that  may  be  in¬ 
vested  by  the  SBA.  The  SBA  may  also 
loan  these  companies  funds  up  to.  one- 
half  of  their  capital  and  surplus,  as  an 
encouragement  to  their  speedy  and  ef¬ 
fective  growth. 

The  companies  will  then  be  in  a  posi¬ 
tion,  Mr.  President,  to  provide  equity 
capital  through  the  purchase  of  con¬ 
vertible  debenture  bonds,  to  small  busi¬ 
nesses,  and  to  make  30-year  loans. 

The  small  businesses  receiving  equity 
capital  from  investment  companies  will 
be  required  to  purchase  stock  in  the 
companies,  in  an  amount  equaling  from 
2  to  5  percent  of  the  capital  received.  In 
this  way,  private  ownership  of  the  com¬ 
panies  will  be  realized. 

This  is  the  basic  structure  of  the  pro¬ 
gram  spelled  out  in  S.  3651. 

Mr.  President,  there  is  no  doubt  about 
the  need  for  the  kind  of  assistance  pro¬ 
vided  by  this  bill.  The  Rockefeller 
brothers’  report  on  America  at  midcen¬ 
tury,  discussing  the  needs  of  small  busi¬ 
ness,  had  this  to  say: 

The  need  is  primarily  for  long-term  equity 
or  loan  funds.  As  a  result  of  the  inability  to 
obtain  capital  funds,  the  opportunity  for 
establishing  a  new  firm,  or  for  expanding  an 
established  firm,  is  often  lost.  Often  the  es¬ 
tablished  firm  merges  with  a  larger  enter¬ 
prise  that  can  command  the  necessary  re¬ 
sources.  The  past  few  years  have  seen  a 
wave  of  such  mergers.  Such  a  condition  is 
neither  conducive  to  vigorous  competition 
nor  to  economic  growth. 

The  Government  cannot  today  answer 
to  this  need,  Mr.  President;  neither  can 
private  lending  institutions.  Given  the 
authority  we  propose  in  this  bill,  the 
need  can,  in  part,  be  met.  I  believe  my 
colleagues  will  be  ready  and  willing  to 
meet  it,  and  thereby  to  strengthen  free 
competitive  enterprise  in  America. 

Mr.  President,  I  have  talked  with  the 
distinguished  senior  Senator  from  Indi¬ 


ana  [Mr.  Capehart],  It  is  my  under¬ 
standing  that  the  pending  bill  provides 
loans  for  a  period  of  30  years,  with  a 
10-year  liquidating  period. 

The  Treasury  feels  it  would  be  better 
if  the  40-year  period  could  be  reduced. 
The  distinguished  Senator  from  Indiana 
proposes  to  reduce  the  loan  period  to  20 
years  and  the  liquidating  period  to  10 
years.  I  have  discussed  this  question 
with  the  members  of  the  staff  of  the 
committee ;  and  if  and  when  the  Senator 
from  Indiana  offers  such  an  amendment, 
it  will  be  acceptable. 

Mr.  CAPEHART.  Mr.  President,  will 
the  Senator  yield?  If  he  will,  I  will  of¬ 
fer  the  amendment  now. 

Mr.  JOHNSON  of  Texas.  Very  well. 

Mr.  CAPEHART.  Mr.  President,  I  of¬ 
fer  an  amendment  reducing  the  loan 
term  from  30  years  to  20  years  and  ask 
for  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
amendment  will  be  stated  for  the  infor¬ 
mation  of  the  Senate. 

The  Legislative  Clerk.  On  page  48,  it 
is  proposed  to  delete  from  line  11  the 
word  “thirty”  and  insert  in  lieu  thereof 
the  word  “twenty.” 

Mr.  CAPEHART.  Mr.  President,  is 
the  Senator  from  Arkansas  willing  to 
accept  the  amendment? 

Mr.  FULBRIGHT.  I  reluctantly  ac¬ 
cept  it.  I  do  not  approve  it.  I  think  it 
is  unfortunate  that  we  are  asked  to  ac¬ 
cept  it. 

Mr.  JOHNSON  of  Texas.  We  have  at¬ 
tempted  in  the  committee  to  meet  every 
objection  raised  by  the  Treasury  De¬ 
partment — at  least,  every  objection  as  to 
which  there  was  testimony. 

I  appreciate  the  patience  and  the  un¬ 
derstanding  of  the  distinguished  chair¬ 
man  of  the  committee  and  the  members 
of  the  committee  staff. 

After  the  bill  was  reported,  the  Sena¬ 
tor  from  Indiana  spoke  to  me  and  made 
several  suggestions  which  he  felt  were 
constructive.  I  have  had  the  staff  ana¬ 
lyze  those  suggestions.  While  we  prefer 
the  provisions  of  the  bill,  nevertheless,  in 
an  attempt  to  obtain  bipartisan  support, 
in  the  hope  that  our  actions  can  be  made 
as  unanimous  as  possible,  we  have 
agreed  to  accept  this  amendment  and 
another  amendment,  which  concerns  the 
administration  of  the  bill. 

I  hope  the  amendment  just  offered  will 
be  agreed  to. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  of  the  Senator  from  Indiana  [Mr. 
Capehart]. 

The  amendment  was  agreed  to. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  think  my  colleagues  are  ready  and 
willing  to  meet  the  situation  facing  the 
small  business  concerns  and  thereby  to 
strengthen  every  competitive  enterprise 
in  the  United  States. 

I  understand  the  Senator  from  Indi¬ 
ana  desires  to  offer  another  amendment 
on  the  subject  of  administration. 

The  PRESIDING  OFFICER.  The 
committee  amendment  is  being  con¬ 
sidered  as  the  text  of  the  bill  and  will 
be  so  considered  for  the  purpose  of 
amendment.  - 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  before  any  action  is  taken  on  the 
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bill,  I  shall  suggest  the  absence  of  a  quo¬ 
rum.  I  simply  wanted  to  give  the  Sena¬ 
tor  from  Indiana  an  opportunity  to  sub¬ 
mit  his  other  amendment. 

Mr.  CAPEHART.  Mr.  President,  I  of¬ 
fer  my  amendment,  designated  as 
6-6-58 — G,  and  ask  that  it  be  stated. 

Mr.  SPARKMAN.  Mr.  President, 
would  it  not  be  well  to  defer  that  action 
until  some  of  the  preliminary  statements 
on  the  bill  are  made  ?  Frankly,  I  wish  to 
speak  about  the  amendment  before  it  is 
agreed  to. 

Mr.  JOHNSON  of  Texas.  Does  the 
Senator  from  Alabama  have  any  objec¬ 
tion  to  making  the  amendment  the  pend¬ 
ing  amendment? 

Mr.  SPARKMAN.  No;  but  I  believe 
that  the  general  statements  on  the  bill 
should  be  made  first. 

Mr.  JOHNSOft  of  Texas.  The  Senator 
from  Indiana  having  offered- his  amend¬ 
ment,  the  Senator  from  Alabama  can 
make  a  statement  about  it. 

Mr.  SPARKMAN.  Very  well.  I  did 
not  want  it  called  up  with  the  idea  that 
it  would  be  agreed  "to  immediately.  I 
shall  not  oppose  the  amendment,  but  I 
wish  to  say  something  about  it. 

The  PRESIDING  OFFICER.  The 
amendment,  proposed  by  the  Senator 
from  Indiana  [Mr.  Capehart],  will  be 
stated  for  the  information  of  the  Senate. 

The  Legislative  Clerk.  On  page  38,  it 
is  proposed  to  delete  line  19,  and  insert 
in  lieu  thereof  the  word  “Administrator.” 

On  page  39,  to  delete  from  lines  3  and 
5,  the  words  “in  him”;  in  line  4  after 
“Administrator”  the  words  “and  the  Ad¬ 
ministration”;  delete  from  line  6  the 
words  and  numbers  “sections  205  and 
206  of”;  and  in  line  7  replace  the  period 
with  a  comma  and  add,  “and  the  provi¬ 
sions  of  sections  209  and  219  of  that  act, 
insofar  as  applicable,  are  extended  to 
apply  to  the  functions  of  the  Adminis¬ 
trator  and  the  Administration  under  this 
aCt  19 

Mr.  FULBRIGHT.  Mr.  President,  I 
wish  to  speak  in  support  of  S.  3651  and 
to  request  its  approval  by  the  Senate. 

First,  I  should  like  to  inquire  of  the 
majority  leader,  who  announced  that  he 
intended  to  hold  hearings  on  the  State 
Department  appropriations  bill,  when  he 
intends  to  hold  hearings,  because  I  am 
very  much  interest  in  that  bill. 

Mr.  JOHNSON  of  Texas.  We  are  not 
going  to  hold  hearings.  We  plan  to 
mark  up  the  bill.  I  hope  the  Senator 
from  Arkansas  will  proceed  with  his 
statement. 

Mr.  FULBRIGHT.  There  are  certain 
items  in  that  bill  in  which  the  Senator 
from  Texas  knows  I  am  interested.  Can 
he  reserve  action  on  them  until  I  can  be 
present?  I  wish  to  offer  an  amendment. 

Mr.  JOHNSON  of  Texas.  Yes.  We 
have  that  in  mind,  and  have  already 
done  some  work  in  the  Senator’s  behalf. 

Mr.  FULBRIGHT.  I  thank  the  Sen¬ 
ator  from  Texas. 

Mr.  President,  I  wish  to  speak  in  sup¬ 
port  of  S.  3651  and  to  request  its  ap¬ 
proval  by  the  Senate.  I  believe  the  bill 
to  be  potentially  one  of  the  most  signifi¬ 
cant  measures  presented  to  the  Senate 
in  the  85th  Congress.  I  congratulate 
our  Majority  Leader,  Senator  Johnson  of 
Texas — the  principal  sponsor  of  this 


bill — and  the  junior  Senator  from  Penn¬ 
sylvania  [Mr.  Clark],  the  chairman  of 
the  Subcommittee  on  Small  Business, 
which,  subcommittee  has  worked  dili¬ 
gently  upon  this  proposal  during  both 
sessions  of  the  85th  Congress.  I  also 
wish  the  Senate  to  recognize  the  con¬ 
tributions  of  Senators  O’Mahoney,  and 
Sparkman,  Proxmire,  Beall,  Payne,  and 
Case,  of  the  Committee  on  Banking  and 
Currency — and  other  Senators  from  both 
sides  of  the  aisle  who  have  advocated 
the  establishment  of  a  Federal  program 
similar  to  the  provisions  of  S.  3651. 

It  should  be  made  clear  that  S.  3651 
is  a  product  of  the  85  th  Congress  only 
to  the  extent  that  recognition  of  the 
need  and  proposed  solutions  have  crys¬ 
tallized  in  the  last  2  years.  This  is  due 
in  large  part  to  studies  and  recommen¬ 
dations  by  the  Board  of  Governors  of 
the  Federal  Reserve  System.  I  can  say 
quite  frankly  that  this  bill  would  not 
be  on  the  Senate  floor  today  if  it  were 
not  for  the  work  and  thoughtful  con¬ 
sideration  of  small  business  financing 
problems  undertaken  by  Federal  Reserve 
Board  Chairman  Martin,  his  colleagues 
on  the  Board,  and  the  very  competent 
staffs  of  the  Federal  Reserve  System. 

The  committee  report  explains  in  some 
detail  the  background  of  events  leading 
up  to  the  introduction  and  modification 
of  S.  3651.  I  will  not  repeat  these  por¬ 
tions  of  the  report,  but  I  desire  to  em¬ 
phasize  some  impressive  testimony  re¬ 
ceived  by  the  Banking  and  Currency 
Committee  in  1950.  At  that  time  the 
committee  was  considering  S.  3625,  en¬ 
titled  the  “Small  Business  Act  of  1950,” 
sponsored  by  Senators  O'Mahoney, 
Sparkman,  Lucas,  and  Maybank.  On 
June  22,  1950,  Mr.  Thomas  B.  McCabe, 
then  Chairman  of  the  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System, 
testified  in  favor  of  S.  3625,  and  stated 
quite  clearly  the  need  for  a  new  type 
of  financial  institution.  Mr.  McCabe 
summarized  his  views,  as  follows: 

1.  There  are  pockets  in  which,  for  one 
reason  or  another,  existing  financing  facili¬ 
ties  do  not  fully  meet  the  needs  of  small 
business. 

2.  Short-  and  medium-term  financing  gen¬ 
erally  presents  no  great  problem,  except  per¬ 
haps  in  some  localities  and  for  very  small, 
and  often  new,  concerns.  Commercial  banks 
generally  have  demonstrated  their  willing¬ 
ness  to  provide  such  credit  for  the  latter 
group.  However,  many  banks,  particularly 
the  smaller  banks,  have  not  developed  the 
necessary  facilities  to  assure  adequate  cov¬ 
erage. 

3.  Easy  availability  of  short-  or  medium- 
term  credit  may  encourage  businessmen  to 
rely  on  it  too  heavily,  even  using  it  to  fi¬ 
nance  long-term  needs.  Should  profits  de¬ 
cline  or  credit  conditions  become  tighter, 
they  may  then  find  themselves  in  serious 
financial  difficulties.  What  these  small  busi¬ 
nesses  really  need  is  financing  that  will  not 
be  too  burdensome  when  the  going  gets 
temporarily  rough — in  other  words,  equity 
capital  and  long-term  credit.  Moreover,  they 
often  need  more  equity  capital  in  order  to 
qualify  for  short-  and  intermediate-term 
loans  from  banks. 

4.  Small-business  concerns  do  not  have  ac¬ 
cess  to  equity  and  long-term  borrowed  capi¬ 
tal  in  the  way  that  large  companies  do.  For 
one  thing,  the  costs  of  preparing  and  mar¬ 
keting  a  small  equity  or  long-term  debt  issue 
are  prohibitive.  For  another,  there  is  fre¬ 
quently  neither  a  new  issue  market  nor  a 
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secondary  market  for  the  equity  or  long-term 
debt  Instruments  of  small  businesses,  either 
in  the  community  where  they  are  known 
or  on  the  outside. 

5.  Neither  stock  nor  bond  financing  in  the 
forms  generally  available  is  what  the  small- 
business  man  is  looking  for.  The  sale  of 
bonds  and  preferred  stock  is  generally  im¬ 
practical,  except  to  relatives  and  close 
friends.  Frequently,  the  small-business  man 
does  not  want  to  sell  common  stock.  The 
sale  of  common  stock  to  outsiders,  unless  to 
institutions  especially  authorized  to  partici¬ 
pate  on  a  limited  basis,  means  that  the  small- 
business  man  will  have  to  share  the  control 
of  his  business  with  others,  or  perhaps  re¬ 
linquish  control.  Most  small-business  men 
value  their  independence  highly — that  is  one 
of  the  primary  reasons  why  they  go  into 
business  for  themselves.  Debt  may  prove 
to  be  a  financial  straitjacket  in  times  of 
economic  adversity. 

6.  The  traditional  suppliers  of  equity  and 
long-term  credit  funds  to  small  business — 
the  friend  of  the  family  or  the  local  finan¬ 
cier — are  becoming  less  and  less  important 
in  the  local  financial  picture.  The  growing 
difficulty  of  finding  a  partner,  silent  or  other¬ 
wise,  is  due  in  part  to  tax  considerations. 
Also,  it  is  due  in  part  to  a  change  in  in¬ 
vestment  preferences  of  individuals.  There 
have  been  indications  in  recent  years  of  a 
trend  away  from  equity  investment  to  life 
insurance,  tax-exempt  securities,  and  other 
highly  liquid  assets. 

7.  There  are  very  few  institutions  in  ex¬ 
istence  equipped  to  supply  small  business 
with  both  long-term  credit  and  equity  capi¬ 
tal.  There  are,  undoubtedly,  many  cases  in 
which  some  combination  of  equity  capital 
and  long-term  credit  would  prove  more  suit¬ 
able  than  either  one  by  itself.  To  meet  such 
needs,  financing  must  be  tailored  to  the  re¬ 
quirements  of  each  individual  business,  and 
not  offered  in  exactly  the  same  form  on  a 
take-it  or  leave-it  basis  to  all  comers. 

I  subscribe  wholeheartedly  to  the 
views  expressed  by  Mr.  McCabe.  Noth¬ 
ing  has  happened  in  the  intervening 
years  to  alter  the  situation.  In  fact, 
these  considerations  probably  are  more 
pertinent  and  serious  today  than  they 
were  in  1950.  The  overwhelming  ma¬ 
jority  of  witnesses  before  the  Banking 
and  Currency,  in  hearings  last  year  and 
this  year,  agree,  first,  that  a  genuine 
need  exists  for  a  new  source  of  long¬ 
term  debt  and  equity  financing  for  small 
businesses;  second,  that  this  need  must 
be  met;  and  third,  that  it  is  proper  for 
the  Federal  Government  to  assist  in 
launching  private  institutions  to  meet 
the  need.  S.  3651  is  designed  to  satisfy 
these  three  general  areas  of  agreement. 

The  Banking  and  Currency  Committee 
has  made  a  genuine  effort  to  accept  all 
reasonable  and  sincerely  helpful  sugges¬ 
tions.  Any  suggestions  which  were  re¬ 
jected  were  rejected' for  1  of  2  principal 
reasons,  first,  the  proposals  were  either 
incompatible  with  the  basic  conception 
of  the  purposes  of  the  bills,  or  second, 
they  were  obviously  camouflaged  at¬ 
tempts  to  defeat  the  spirit  of  the  bill 
while  pretending  to  perfect  it.  The  six 
amendments  submitted  last  Friday,  pre¬ 
sumably  prepared  by  the  administration, 
can  be  so  characterized.  These  pro¬ 
posals  were  all  considered  by  the  com¬ 
mittee  and  were  rejected  for  one  of  the 
principal  reasons  which  I  have  men¬ 
tioned. 

The  provisions  contained  in  S.  3651,  as 
reported,  are  in  many  ways  drastic  com¬ 
promises  with  bills  referred  to  the  com- 
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mittee  for  consideration.  Personally,  I 
would  have  preferred  to  reject  many  of 
the  compromises  which  were  accepted. 
The  majority  of  the  committee,  includ¬ 
ing  myself,  worked  in  a  spirit  of  co¬ 
operation  and  in  a  conviction  that  we 
could  acceed  to  certain  objections  and 
still  report  a  good  bill.  I  believe  that 
S.  3651  is  a  good  bill,  and  I  hope  that 
it  can  be  passed  without  any  crippling 
amendments.  - 

The  Federal  program  contemplated  by 
S.  3651  is  conceived  to  carry  out  or  to  be 
based  upon  the  following  principles: 

First.  To  supplement,  rather  than 
supplant,  existing  private  facilities. 

Second.  To  operate  under  a  simple 
and  flexible  organizational  structure. 

Third.  To  operate  and  be  accounted 
for  in  complete  separation  from  other 
Federal  small-business  programs. 

Fourth.  -To  utilize  to  the  maximum 
possible  extent  the  facilities  of  State  and 
local  development  credit  corporations. 

Fifth.  To  concentrate  upon  meeting 
the  equity  and  long-term  credit  needs 
of  small-business  concerns. 

This  Federal  program  attempts  to 
carry  out  the  philosophy  that  a  new 
financial  institution  must  be  established, 
that  this  type  of  institution  can  be 
launched  with  Federal  assistance,  and 
that  these  institutions  can  be  made 
profitable,  an  can  eventually  continue 
without  Federal  support. 

Mr.  President,  the  principal  features  of 
Senate  bill  3651  contemplate  Federal 
loans  to  private  small  business  invest¬ 
ment  companies  and  to  State  and  local 
development  companies.  The  program 
will  be  administered  by  a  new  Division  in 
the  Small  Business  Administration, 
which  Division  will  be  headed  by  a 
Deputy  Administrator  appointed  by  the 
President  and  confirmed  by  the  Senate. 
This  new  Division  will  have  no  direct 
creditor-borrower  relationships  with 
small-business  concerns,  as  such. 

A  revolving  fund  will  be  created  for  the 
use  of  the  new  division,  by  authorizing 
borrowings  from  the  Treasury.  During 
the  first  year  of  operations,  these  bor¬ 
rowings  may  not  exceed  $50  million. 
During  the  second  year  of  operations, 
these  borrowings  may  be  increased  to  a 
total  of  $159  million.  Thereafter,  the 
revolving  fund  may  not  exceed  $250  mil¬ 
lion.  The  rate  of  interest  paid  to  the 
Treasury  may  not  exceed  the  current 
average  yield  on  outstanding  marketable 
obligations  of  the  United  States  of  com¬ 
parable  maturities  as  of  the  last  day  of 
the  month  preceding  the  borrowing. 
Funds  required  for  administrative  ex¬ 
penses  will  be  appropriated  in  the  usual 
way. 

This  revolving  fund  may  be  used  for 
four  purposes,  as  follows: 

First.  To  assist  in  the  formation  of 
private  small  business  investment  com¬ 
panies  by  purchasing  up  to  $150,000  in 
the  subordinated  debentures  of  any  such 
company,  which  amount  shall  be  con¬ 
sidered  to  be  a  part  of  the  capital  and 
surplus  of  the  company  for  the  purpose 
of  compliance  with  any  capital-to-debt 
ratio  to  which  the  company  may  be  sub¬ 
ject. 

Second.  To  make  loans  to  small  busi¬ 
ness  investment  companies  in  aggregate 


amounts  not  to  exceed  50  percent  of  the 
capital  and  surplus  of  any  such  com¬ 
pany. 

Third.  To  make  loans  to  State  and 
local  development  companies  in  aggre¬ 
gate  amounts  not  to  exceed  the  amounts 
which  such  companies  borrow  from  other 
sources. 

Fourth.  To  make  additional  loans  to 
State  and  local  development  companies 
not  to  exceed  $250,000  for  any  one  loan, 
where  the  loan  is  adequately  secured  and 
where  the  proceeds  are  specifically  di¬ 
rected  to  an  identifiable  small-business 
concern. 

Small-business  investment  companies, 
the  new  financial  institutions  to  be 
formed  as  authorized  in  the  bill,  may  be 
chartered  by  the  Small  Business  Ad¬ 
ministration,  or  may  be  chartered  un¬ 
der  State  law  and  approved  for  opera¬ 
tion  under  the  act  by  the  Small  Business 
Administration.  The  bill  provides  that 
authority  for  the  Small  Business  Admin¬ 
istration  to  charter  small-business  in¬ 
vestment  companies  will  terminate  on 
June  30,  1961.  It  is  believed  that  within 
the  next  3  years  all  States  will  have  had 
an  opportunity  to  enable  the  formation 
of  such  companies  and  that  a  charter¬ 
ing  function  in  the  Small  Business  Ad¬ 
ministration  will  be  unnecessary.  These 
companies  will  be  regulated  and  super¬ 
vised  by  the  Small  Business  Administra¬ 
tion  and  will  have  two  primary  pur¬ 
poses;  that  is,  first,  to  provide  equity- 
type  capital  to  small-business  concerns 
through  the  purchase  of  the  convertible 
debentures  of  such  concerns,  and,  sec¬ 
ond,  to  provide  long-term  debt  capital 
through  loans  with  maximum  maturities 
of  30  years. 

Another  primary  function  of  the 
Small  Business  Investment  Division  of 
the  Small  Business  Administration  will 
be  to  encourage  the  growth  and  develop¬ 
ment  of  State  and  local  development 
companies.  These  companies  have  been 
performing  an  increasingly  important 
and  useful  role  in  providing  credit  for 
small-business  concerns.  The  proceeds 
of  any  loans  made  to  these  State  and 
local  development  companies  must  be 
used  for  purposes  consistent  with  the 
act.  The  Small  Business  Administration 
will  have  authority  to  carry  out  this 
intention  of  the  law. 

I  have  not  attempted  to  explain  the 
bill  in  great  detail,  but  I 'invite  the  at¬ 
tention  of  the  Senate  to  Senate  Report 
No.  1652,  wherein  the  bill  is  thoroughly 
discussed.  In  order  that  the  record  of 
this  debate  may  be  more  complete,  how¬ 
ever,  I  ask  unanimous  consent  that  a 
sectional  analysis  of  the  bill  be  inserted 
at  this  point  in  my  remarks. 

There  being  no  objection,  the  analysis 
was  ordered  to  be  printed  in  the  Record. 
as  follows: 

Sectional  Analysis 

Tli’LE  I - SHORT  TITLE,  STATEMENT  OF  PURPOSE 

AND  DEFINITIONS 

Section  101.  Short  title:  Cited  as  Small 
Business  Investment  Act  of  1958. 

Section  102.  Statement  of  policy:  States 
congressional  policy  to  (1)  stimulate  and 
supplement  flow  of  private  capital  to  small 
business,  (2)  recognize  that  such  funds  are 
not  available  in  adequate  supply,  (3)  insure 
maximum  participation  of  private  financing 


sources,  and  (4)  deny  financial  assistance 
which  would  substantially  increase  unem¬ 
ployment  in  any  area  of  the  country. 

Section  103.  Definitions:  (Self-explana¬ 
tory.) 

TITLE  n - SMALL  BUSINESS  INVESTMENT  DIVISION 

OF  SMALL  BUSINESS  ADMINISTRATION 

Section  201.  Establishment  of  Small  Busi¬ 
ness  Investment  Division:  Creates  the  Small 
Business  Investment  Division  within  the 
Small  Business  Administration.  Division  to 
be  headed  by  a  Deputy  Administration  ap¬ 
pointed  by  President  and  confirmed  by  Sen¬ 
ate. 

Section  202.  Provision  of  funds:  Creates 
revolving  fund  of  $250  million  for  Investment 
Division  of  SBA — funds  to  be  borrowed  from 
the  Treasury  at  the  current  average  yields  on 
United  States  obligations  of  comparable  ma¬ 
turities.  Maximum  borrowing  of  $50  million 
during  the  first  year  of  operations,  and  maxi¬ 
mum  of  $150  million  during  first  2  years  of 
operations,. 

Section  203.  Purpose  of  revolving  fund: 
Revolving  fund  may  be  used — (1)  to  pur¬ 
chase  subordinated  debentures  of  small  busi¬ 
ness  investment  companies,  (2)  to  make  loans 
to  small  business  investment  companies,  and 
(3)  to  make  loans  to  State  and  local  develop¬ 
ment  companies. 

TITLE  III — SMALL  BUSINESS  INVESTMENT 
COMPANIES 

Section  301.  Organization  of  small  business 
investment  companies:  Small  business  in¬ 
vestment  companies  may  be  formed  by  10 
or  more  persons  subject  to  the  approval  of 
the  SBA.  SBA  Chartering  authority  termi¬ 
nates  June  30,  1961.  Enumerated  are  such 
powers  as  are  necessary  to  carry  on  the  busi¬ 
ness  for  which  a  company  is  established. 

Section  302.  Capital  stock  and  subordi¬ 
nated  debentures:  A  small  business  invest¬ 
ment  company  must  have  $300,000  paid-in 
capital  and  surplus  before  it  may  commence 
business.  The  SBA  is  authorized  to  advance 
a  maximum  of  $150,000  to  any  such  com¬ 
pany  by  purchasing  subordinated  debentures, 
and  such  subordinated  debentures  are  to  be 
considered  a  part  of  capital  and  surplus. 
Shares  of  stock  in  such  companies  may  be 
purchased  by  member  banks  of  the  Federal 
Reserve  System,  nonmember  banks,  insur¬ 
ance  companies,  financial  institutions,  cor¬ 
porations,  partnerships,  and  other  persons. 
A  member  bank  or  an  insured  nonmember 
bank  may  hold  stock  in  such  companies  only 
in  an  aggregate  amount  of  1  percent  of  such 
bank’s  capital  and  surplus.  The  aggregate 
amount  of  stock  in  such  companies  which 
may  be  held  by  any  stockholder  may  be 
limited  by  the  SBA. 

Section  303.  Borrowing  power :  Small-busi¬ 
ness  investment  companies  may  borrow 
money  and  issue  obligations  subject  to  lim¬ 
itations  and  regulations  of  the  SBA.  The 
SBA  is  authorized  to  rend  to  such  companies 
upon  such  terms  and  at  such  interest  rates 
as  determined  by  the  SBA.  The  SBA  may 
not  have  loans  outstanding  under  this  sec. 
tion  at  any  one  time  to  any  one  company  in 
an  amount  exceeding  50  percent  of  the  paid- 
in  capital  and  surplus  of  such  company. 

Section  304.  Provision  of  equity  capital  for 
small-busines  concerns:  Small-business  In¬ 
vestment  companies  are  authorized  to  pro¬ 
vide  equity  capital  to  small-business  concerns 
through  the  purchase  of  convertible  deben¬ 
ture  bonds.  Such  bonds  shall  bear  interest 
and  contain  other  such  terms  as  the  company 
may  fix  with  the  approval  of  the  SBA.  Be¬ 
fore  any  capital  is  provided  to  a  small-busi¬ 
ness  concern  under  this  section,  the  invest¬ 
ment  company  may  require  such  concern  to 
(1)  refinance  any  or  all  of  its  outstanding 
debt  so  the  investment  company  is  the  only 
holder  of  evidence  of  indebtedness  of  such 
concern,  and  (2)  agree  not  to  thereafter  in¬ 
cur  any  debts  without  the  approval  of  the 
investment  company.  When  a  small-busi- 
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ness  concern  obtains  capital  under  this  sec¬ 
tion,  it  is  required  to  purchase  stock  in  the 
investment  company  in  an  amount  ranging 
from  2  to  5  percent  of  the  funds  it  obtains, 
the  amount  of  such  stock  purchase  to  be  set 
by  the  SB  A  and  the  SB  A  can  authorize  a  3- 
year  deferment  of  stock  purchase. 

Section  305.  Long-term  loans  to  small  busi¬ 
ness  concerns:  Small  business  investment 
companies  are  authorized  to  make  long-term 
loans  to  small -business  concerns.  The  maxi¬ 
mum  rate  of  Interest  on  such  loans  is  to  be 
determined  by  the  SBA,  and  maximum  ma¬ 
turity  is  set  at  30  years  with  the  investment 
company  having  the  right  to  extend  the  ma¬ 
turity  of  any  loan  another  10  years  if  it  deems 
such  extension  advisable  to  orderly  liquida¬ 
tion  of  the  loan.  Such  loans  may  be  made 
directly  or  in  cooperation  with  other  lending 
institutions  through  agreements  to  par¬ 
ticipate  on  an  immediate  or  deferred  basis. 

Section  306. — Aggregate  limitations: 
Without  the  approval  of  the  SBA,  no  small 
business  investment  company  can  have 
more  than  20  percent  of  its  combined  cap¬ 
ital  and  surplus  in  loans  and  investments  of 
a  single  small-business  concern  at  one  time. 

Section  307. — Exemptions:  Securities 

issued  by  small  business  investment  com¬ 
panies  may  be  exempt  by  the  SEC  from  the 
Securities  Act  of  1933  and  the  Trust  Inden¬ 
ture  Act  of  1939,  or  issued  under  special 
regulations,  if  the  SEC  finds  that  complete 
application  of  these  two  acts  is  not  neces¬ 
sary  in  the  public  interest  and  for  the  pro¬ 
tection  of  investors.  Investment  companies 
-'-'•chartered  by  SBA  are  exempt  from  the 
equity-debt  ratio  requirements  of  the  In¬ 
vestment  Company  Act  of  1940. 

Section  308. — Tax  provisions:  Any  indi¬ 
vidual  or  corporation  is  allowed  an  ordinary 
(rather  than  capital)  loss  derived  from  a 
sale  or  exchange  of  stock  in  a  small  business 
investment  company.  Also,  a  small  busi¬ 
ness  investment  company  may  treat  as  an 
ordinary  loss  any  loss  on  convertible  deben¬ 
tures  (including  stock  received  pursuant  to 
the  conversion  privilege)  acquired  pursuant 
to  section  304  above.  Further,  a  dividend 
received  deduction  equal  to  100  percent 
(rather  than  85  percent)  of  dividends  re¬ 
ceived  by  a  small  business  investment  com¬ 
pany  is  allowed. 

Section  309.  Miscellaneous:  Contains  mis¬ 
cellaneous  provisions  concerning  the  opera¬ 
tions  of  small  business  investment  com¬ 
panies  and  the  regulation  of  them  by  the 
SBA. 

Section  310.  Approving  State-chartered 
companies  for  operations  under  this  act: 
State-chartered  companies  formed  expressly 
for  the  purpose  of  operating  under  this  act 
may  be  approved  for  such., operations  by  the 
SBA.  Upon  approval  such  companies  shall 
have  the  same  powers  and  privileges  and 
shall  be  subject  to  the  same  duties,  liabili¬ 
ties,  and  regulations,  in  all  respects,  as  are 
prescribed  for  small  business  investment 
companies  chartered  by  the  SBA. 

TITLE  IV— CONVERSION'  OP  STATE  CHARTERED 

INVESTMENT  COMPANIES  AND  STATE  DEVEL¬ 
OPMENT  COMPANIES 

Section  401 :  State  chartered  investment 
companies  and  State  development  com¬ 
panies  may,  upon  the  vote  of  the  majority 
of  stockholders,  be  converted  into  a  small 
business  investment  company  with  the  ap¬ 
proval  of  the  SBA.  SBA  conversion  author¬ 
ity  terminates  June  30,  1961.  Nothing  in 
this  section  shall  be  construed  to  supersede 
any  State  law. 

TITLE  V - LOANS  TO  STATE  AND  LOCAL  DEVELOP¬ 

MENT  COMPANIES 


ment  companies  on  such  terms  and  at  an 
interest  rate  set  by  the  SBA.  The  SBA 
loans  outstanding  at  any  one  time  to  any 
one  development  company  under  this  sec¬ 
tion  cannot  exceed  the  total  amount  bor¬ 
rowed  by  the  company  from  all  other 
sources.  Loans  to  local  development  com¬ 
panies  may  be  made  only  through  June  30, 
1961. 

Section  502:  The  SBA  is  also  authorized 
to  make  secured  loans  to  State  and  local 
development  companies,  up  to  $250,000  each 
if  such  loans  are  to  assist  an  identifiable 
small-business  concern.  Loans  to  local  de¬ 
velopment  companies  may  pe  made  only 
through  June  30,  1961. 

TITLE  VI - CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

Section  601.  Repeal  of  section  13b  of  the 
Federal  Reserve  Act:  Section  13b  of  the 
Federal  Reserve  Act  (which  provides  that 
Federal  Reserve  banks  may  make  working 
capital  loans  to  business  concerns)  is  re¬ 
pealed  1  year  after  enactment  of  this  act. 
A  savings  provision  protects  transactions 
being  carried  out. 

Section  602.  Fund  for  management  coun¬ 
seling:  Section  13b  funds  ($27.5  million) 
are  to  be  returned  by  the  Federal  Reserve 
banks  to  the  Treasury  which  shall  create  a 
special  fund  to  be  used  by  SBA  in  making 
grants  to  States,  State  agencies.  State  de¬ 
velopment  companies,  colleges  and  uni¬ 
versities  for  studies,  research,  and  counsel¬ 
ing  relating  to  managing,  financing,  and 
operating  small-business  concerns.  Only 
one  grant  can  be  made  in  any  one  State  in 
any  one  year  and  no  grant  may  exceed 
$40,000. 

TITLE  VII — CRIMINAL  PENALTIES 

Sections  701-705 :  Makes  it  a  crime  for  an 
officer,  director,  agent,  or  employee  of  a 
small  business  investment  company  to  (a) 
make  any  loans,  to  an  examiner  of  such 
company,  (b)  receive  a  fee,  gift  or  commis¬ 
sion  for  any  transaction  by  the  company 
which  is  not  authorized  in  this  act,  (c)  em¬ 
bezzle  or  willfully  misapply  any  funds  or 
securities  belonging  to  such  company,  and 
(d)  make  a  false  entry  or  report  or  to  make 
an  unauthorized  transaction. 

Makes  it  a  crime  for  an  examiner  of  a 
small  business  investment  company  to  ac¬ 
cept  a  loan  or  gratuity  from  such  a  com¬ 
pany  or  from  anyone  connected  with  such 
company.  Makes  it  a  crime  for  anyone  to 
knowingly  make  any  false  statement  or  re¬ 
port  or  to  willfully  overvalue  any  property 
or  securities  for  the  purpose  of  influencing 
the  action  of  a  small  business  investment 
company.  Makes  it  a  crime  for  anyone  to 
cause  or  procure  a  small  business  invest¬ 
ment  company  to  charge  or  receive  a  fee  or 
gift  not  specifically  authorized  by  law. 

Mr.  FULBRIGHT.  Mr.  President,  in 
conclusion,  I  call  the  attention  of  the 
Senate  to  one  example  of  what  Senate 
bill  3651  is  intended  to  do.  Last  year, 
the  Committee  on  Banking  and  Currency 
heard  testimony  from  a  small  manufac¬ 
turer  in  my  State.  This  witness  related 
th(e  success  of  his  business,  and  the  prob¬ 
lems  involved  in  obtaining  long-term 
funds  for  expansion  and  growth.  At  that 
time  he  needed  $200,000  in  long-term 
funds.  I  am  advised  that  this  success¬ 
ful  and  growing  small  independent 
business  has  since  been  bought  by  a  very 
large  corporation  with  diversified  activi¬ 
ties.  I  am  told  that  this  former  small- 
business  man  is  now  working  for  the 
large  corporation  which  bought  his  busi¬ 
ness.  I  believe  that  if  funds  had  been 
available  through  a  small-business  in¬ 
vestment  company  or  through  a  State 
development  corporation,  this  small 
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business  could  have  maintained  its  in¬ 
dependence. 

Transactions  of  this  kind  occur  some¬ 
where  in  this  country  practically  every 
day  in  the  year.  Mergers,  consolida¬ 
tions,  and  other  methods  of  business  con¬ 
centration  are  a  real  threat  to  the  free 
economy  which  we  wish  so  desperately 
to  preserve.  An  economic  dictatorship 
through  increasing  concentration  of 
business  activity  is  no  less  an  evil  than 
political  dictatorship,  and  both  must  be 
resisted  with  equal  vigor. 

Senate  bill  3651  offers  a  way  to  help 
small-business  concerns  to  remain  inde¬ 
pendent  and  to  maintain  the  free  econ¬ 
omy  so  essential  to  our  democratic  Na¬ 
tion. 

Mr.  President,  I  wish  to  say  another 
word  regarding  the  pending  amendment 
of  the  Senator  from  Indiana,  which  deals 
with  the  administration  of  this  program. 

I  believe  the  agency  should  be  an  inde¬ 
pendent  one,  in  order  to  have  maximum 
efficiency.  There  was  great  objection  to 
that  point  of  view  because  of  the  multi¬ 
plication  of  independent  Federal  agen¬ 
cies,  and  I  anticipated  considerable  re¬ 
sistance  to  that  proposal.  In  reaching  a 
compromise,  we  struck  upon  this  device 
of  creating  a  semiautonomous  division 
within  the  Spiall  Business  Administra¬ 
tion. 

I  regret  very  much  that  the  Senator 
from  Indiana  desires  to  press  for  adop¬ 
tion  of  his  amendment,  because  I  believe 
our  proposal  would  have  given  the  or¬ 
ganization  an  opportunity  to  develop  in 
an  independent  way,  separate  from  the 
ordinary  activities  of  the  Small  Business 
Administration. 

However,  that  amendment  is  now 
pending.  I  regret  that  its  adoption  is 
being  urged.  I  hoped  I  might  persuade 
the  Senator  from  Indiana  not  to  press 
for  its  adoption;  but  apparently  I  have 
not  done  so. 

However,  even  if  the  amendment  is 
adopted,  I  still  think  there  is  great  merit 
to  the  bill.  Although  it  is  experimental 
to  a  large  extent,  we  have  had  sufficient 
experience  in  the  field  of  agricultural 
financing,  which  is  quite  similar  to  this, 
to  insure  success,  I  believe,  given  a  rea¬ 
sonably  wise  administration.  So,  de¬ 
spite  the  amendment,  I  still  urge  the 
Senate  to  pass  the  bill. 

Mr.  President,  before  I  conclude,  I  wish 
to  pay  tribute  to  the  Senator  from  Ala¬ 
bama  [Mr.  Sparkman]  .  He  and  the  Sen¬ 
ator  from  Wyoming  [Mr.  O’Mahoney] 
many  years  ago  were  really  the  pioneers 
in  the  development  of  this  idea ;  and  the 
Senate  owes  to  both  of  them  a  great  debt 
of  gratitude  for  the  work  they  have  done 
in  regard  to  this  legislative  proposal. 

Mr.  SPARKMAN.  Mr.  President,  let 
me  say  that  I  am  very  grateful  to  the 
distinguished  chairman  of  the  commit¬ 
tee  for  what  he  has  said  about  me  in 
connection  with  his  measure. 

I  rise  to  speak  in  suport  of  Senate  bill 
3651,  the  Small  Business  Investment  Act 
of  1958.  Let  me  say,  first  of  all,  that 
in  my  opinion  this  is  one  of  the  most 
important  pieces  of  proposed  legislation 
to  come  before  the  Senate  this  year.  It 
was  an  honor  for  me  to  join  our  ma¬ 
jority  leader  [Mr.  Johnson]  in  sponsor- 


Section  501 :  The  SBA  is  authorized  to 
make  loans  to  State  and  local  development 
companies  with  the  stipulation  that  such 
funds  are  to  be  used  by  such  companies  to 
assist  in  carrying  out  the  purposes  of  this 
act.  Such  loans  by  the  SBA  are  to  be  in 
exchange  for  obligations  of  the  develop- 
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ing  this  bill.  The  senior  Senator  from 
Texas,  in  introducing  this  bill,  and  in 
placing  it  high  on  the  list  of  vital  pro¬ 
posed  legislation,  has  given  further  evi¬ 
dence  of  his  keen  insight  as  to  the  needs 
of  the  country. 

I  want  also  to  take  this  oportunity  to 
commend  the  distinguished  chairman  of 
the  full  Banking  and  Currency  Commit¬ 
tee,  the  junior  Senator  from  Arkansas 
I  Mr.  Folbright]  ,  who  has  shown  a  great 
deal  of  interest  in  this  measure  from 
the  beginning,  and  to  whose  effective 
leadership  much  credit  is  due  for  now 
having  before  the  Senate  a  bill  as  good 
as  this  one. 

I  also  wish  to  pay  my  compliments  to 
the  distinguished  junior  Senator  from 
Pennsylvania  [Mr.  Clark],  who,  as 
chairman  of  the  Small  Business  Subcom¬ 
mittee  of  the  Banking  and  Currency 
Committee  which  considered  the  bill, 
did  a  most  thorough  and  most  conscien¬ 
tious  job.  As  a  member  of  the  sub¬ 
committee,  I  know  of  the  hard  and  care¬ 
ful  work  that  went  into  this  measure; 
and  the  Senator  from  Pennsylvania,  as 
subcommittee  chairman,  certainly  de¬ 
serves  our  praise  and  appreciation  for  his 
arduous  labor. 

As  chairman  of  the  Senate  Small  Busi¬ 
ness  Committee,  this  bill  is  of  special  in¬ 
terest  to  me.  Through  the  past  several 
years,  I  have  been  in  contact  with  small- 
business  men  from  all  parts  of  the  coun¬ 
try.  Also  as  a  result  of  my  service  on 
the  Small  Business  Committee,  I  have 
studied  carefully  the  writings  on  small- 
business  financing  problems.  I  am  con¬ 
vinced  that  this  is  one  of  the  crucial 
areas  which  must  be  considered  if  we  are 
to  retain  our  competitive  free-enterprise 
economy. 

It  is  my  considered  opinion  that,  along 
with  adequate  antitrust  legislation  and 
enforcement  and  more  equitable  tax 
laws,  the  most  pressing  need  of  small 
business  is  more  adequate  means  of 
financing.  \ 

I  may  say  that  this  is  not  a  new  prob¬ 
lem.  It  is  one  that  has  been  with  us  for  a 
good  many  years.  Due  to  a  number  of 
reasons,  however,  such  as  the  increased 
costs  of  doing  business  and  the  high  tax 
rates  which  came  about  as  a  result  of 
World  War  II  and  the  cold  war  that  has 
followed,  the  financing  needs  of  small 
business  have  become  more  acute. 

In  the  past  several  years  a  number  of 
studies  on  small-business  financing  have 
been  made.  I  should  like  briefly  to  call 
attention  to  some  of  the  major  ones. 

The  first  official  study  of  which  I  am 
aware  was  made  in  1935  by  the  Depart¬ 
ment  of  Commerce,  which  surveyed  6,158 
manufacturers,  in  all  parts  of  the  coun¬ 
try,  which  employed  between  21  and  250 
employees.  By  far  the  most  striking 
conclusion  of  the  1935  study  was  that 
47.2  percent  of  all  the  manufacturers  re¬ 
plied  that  they  could  not  obtain  long¬ 
term  funds  from  any  source  whatever. 
By  digging  into  individual  financial 
statements,  competent  Commerce  De¬ 
partment  personnel  estimated  that  al¬ 
most  two-thirds  of  these  firms  could  be 
considered  sound  credit  risks.  Nonethe¬ 
less,  they  were  unable  to  find  any  long¬ 
term  credit  or  capital  at  all. 


Pour  years  later,  the  Business  Advisory 
Council  of  the  Department  of  Commerce 
made  a  similar  study  and  came  to  the 
same  conclusion,  with  their  findings 
almost  identical  with  the  earlier  survey. 

In  1943,  Roy  Foulke,  of  Dun  &  Brad- 
street,  told  the  Select  Committee  on 
Small  Business  of  the  Senate  that  “under 
the  existing  setup  of  our  economic  struc¬ 
ture  we  find  no  organized  source  or 
sources  to  provide  long-term  money  or 
permanent  capital  to  intermediate -sized 
firms.” 

One  of  the  first  projects  of  the  Com¬ 
mittee  for  Economic  Development  in  its 
series  of  studies  of  postwar  economic 
problems  dealt  with  small  business.  At 
the  end  of  an  intensive  study,  the  busi¬ 
ness  leaders  of  the  United  States  who 
constituted  the  membership  of  the  CED 
concluded  that : 

One  of  the  fundamental  needs  of  small- 
and  medium-size  business  is  more  adequate 
financing.  More  long-term  credit  is  needed 
relative  to  short  term.  »  *  •  More  owner¬ 
ship  funds  are  needed  relative  to  borrowed 
funds.  «  •  •  Present  banking  facilities 

should  be  supplemented  to  open  up,  for  the 
small  enterprise,  channels  for  capital  loans 
and  equity  capital.  The  CED  suggests  the 
formation  of  new  capital  banks  for  this 
purpose. 

In  making  its  recommendation  for  the 
establishment  of  capital  banks,  the  CED 
acknowledged  that  such  an  idea  had 
been  proposed  several  years  earlier,  in 
1945,  by  the  Investment  Bankers  Asso¬ 
ciation. 

The  Congress  first  began  to  give  serious 
attention  to  the  problems  of  adequate 
long-term  small-business  financing  in 
1949,  when  it  authorized  the  Joint  Com¬ 
mittee  on  the  Economic  Report  to  make 
a  study  of  the  volume  and  stability  of 
private  investment  and  the  role  of  the 
Federal  Government  in  promoting  the 
investment  of  capital. 

This  study  was  made  by  the  Sub¬ 
committee  on  Investment,  under  the 
chairmanship  of  Senator  O’Mahoney. 
Among  the  conclusions  reached  by  this 
subcommittee  was  that  small-business 
concerns,  as  a  group,  cannot  obtain 
adequate  financing  on  reasonable  terms. 
The  subcommittee  in  its  report  dated 
March  23, 1950,  stated: 

From  the  evidence  submitted  to  the  sub¬ 
committee,  it  seems  clear  that  one  of  the 
important  questions  facing  the  American 
people  today  is  to  determine  what  steps  can 
and  should  be  taken  to  preserve  an  open 
door  for  investment  in  little  and  local  busi¬ 
ness  in  terms  of  ownership  as  well  as  in 
terms  of  debt.  That  problem  is  paramount 
to  the  development  of  a  steadily  expanding 
economy. 

Based  upon  this  subcommittee’s 
study  and  recommendations,  Senator 
O’Mahoney,  with  Senators  Sparkman, 
Lucas,  and  Maybank,  introduced  S.  3625, 
entitled  the  “Small  Business  Act  of  1950.” 
This  bill  provided  for  the  establishment 
of  private  national  investment  com¬ 
panies  which  would  provide  long-term 
debt  and  equity  capital  to  small-business 
concerns,  with  the  original  capital  for 
such  investment  companies  to  be  sup¬ 
plied  by  the  Federal  Reserve  banks. 

The  Federal  Reserve  Board  of  Gov¬ 
ernors  and  the  administration  joined  in 
supporting  this  legislation. 


I  should  like  to  pay  due  respect  to  the 
pioneer  work  in  this  field  done  by  the  Sen¬ 
ator  from  Wyoming  [Mr.  O’Mahoney]. 
Throughout  the  years  the  Senator  has 
been  one  of  the  most  diligent  and  able 
students  of  business  financing,  and  he 
deserves  recognition  for  being  among  the 
first  to  attempt  to  find  a  concrete  solu¬ 
tion  to  the  financing  needs  of  small- 
and  medium-sized  business. 

In  there  is  any  single  man  who  can 
claim  credit  as  being  the  originator  of  the 
legislation  we  are  now  considering,  I 
would  say  that  honor  goes  to  the  distin¬ 
guished  and  learned  Senator  from  Wyo¬ 
ming. 

In  the  same  year,  1950,  when  the  first 
small-business  investment  company  bill 
was  introduced,  the  Small  Business  Com¬ 
mittee  was  established  in  the  Senate.  As 
chairman  of  the  committee,  I  felt  that 
additional  attention  should  be  given  to 
this  question  of  financing,  and  I  re¬ 
quested  the  Federal  Reserve  Board  to 
make  a  study  as  to  the  costs  and  avail¬ 
ability  of  credit  and  capital  to  small 
business.  In  this  report  which  the  Board 
submitted  to  our  committee  in  1952,  it 
stated: 

On  balance,  It  is  probably  fair  to  say  that 
the  availability  of  long-term  debt  and  equity 
capital  to  small  business  has  tended  to  di¬ 
minish  somewhat  over  the  past  2  or  3  dec¬ 
ades.  *  *  * 

A  small  business,  if  it  is  to  develop  success¬ 
fully,  needs  to  be  able  to  supplement  its 
own  resources  at  times  with  credit  and 
capital  supplied  by  other  investors;  that  is, 
other  business  concerns,  banks,  and  other 
financing  institutions,  and  individuals. 

More  recently,  the  Department  of  Com¬ 
merce  has  made  a  further  study  of  small- 
business  financing.  During  1955,  the  De¬ 
partment’s  field  offices  queried  some 
15,000  firms,  half  of  them  less  than  5 
years  old,  the  other  half  older.  The 
Commerce  Department  concluded  that 
only  one-third  of  the  desired  equity 
funds  were  actually  obtained,  with  both 
younger  and  older  firms  receiving  less 
than  half  the  total  they  sought. 

During  all  this  time  the  Senate  Small 
Business  Committee  continued  regularly 
to  urge  legislation  to  set  up  an  adequate 
capital  credit  system  for  small  business. 
In  each  Congress  I  introduced  legisla¬ 
tion,  with  several  Senators  joining  in 
sponsorship. 

During  June  1957,  the  Senate  Bank¬ 
ing  and  Currency  Committee  held  9  days 
of  public  hearings  on  credit  needs  of 
small  business.  Once  again  there  was  a 
unanimity  of  opinion  that  a  serious 
credit  gap  did  exist  and  that  small-  and 
medium-sized  businesses  particularly 
were  unable  to  meet  their  urgent  needs 
for  long-term  credit  or  equity  capital. 
Even  the  American  Bankers  Association 
spokesman  supported  the  principle  be¬ 
hind  the  establishment  of  capital  banks, 
and  acknowledged  the  serious  lack  of 
private  soui'ces  in  this  area. 

As  a  result  of  the  hearings  last  year 
of  the  Banking  and  Currency  Committee, 
at  my  insistence  in  which  I  had  the  full 
backing  of  the  chairman  of  the  Banking 
and  Currency  Committee  [Mr.  Ful- 
bright],  the  Federal  Reserve  Board 
took  on  the  assignment  of  making 
a  full-scale  study  of  small  business  fi- 
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nancing.  Parts  I  and  n  of  this  three- 
part  study  have  now  been  completed, 
and  they  confirm  the  opinion  that  a 
financing  gap  does  exist.  As  Chair¬ 
man  William  McChesney  Martin  told  the 
Banking  and  Currency  Committee  this 
year: 

These  general  findings  from  the  study 
oonfirm  the  impression  that  we  conveyed  to 
this  committee  in  our  testimony  last  June, 
namely,  that  there  is  a  gap  in  the  existing 
structure  of  financing  institutions  which  lies 
in  the  longer  term  debt  and  equity  capital 
areas. 

And  Chairman  Martin  went  on  to  tell 
the  committee  “that  there  is  room  for  a 
Government  program  to  foster  the  flow 
of  investment  funds  to  small  business.” 

I  was  impressed  during  the  10  days  of 
hearings  this  spring  by  the  virtual  una¬ 
nimity  of  opinion  on  the  part  of  experts 
in  J;h$  field  of  finance  as  to  the  financial 
gap  which  exists  and  the  need  for  some 
type  of  program  being  instituted  to  fill 
this  gap. 

As  I  have  already  stated,  Mr.  Presi¬ 
dent,  I  have  for  a  good  many  years  stud¬ 
ied  this  problem  and  urged  that  we  take 
action  to  mqke  it  possible  for  small  bus¬ 
iness  to  obtain  the  necessary  long-term 
debt  and  equity  capital  which  it  so  des¬ 
perately  needs.  I  joined  in  sponsoring 
the  original  O’Mahoney  bill  to  set  up 
small  investment  companies  back  in 
1950.  And  I  have  introduced  similar 
bills  in  the  82d,  83d,  84th,  and  the  pres¬ 
ent  86th  Congresses.  While  the  bill  be¬ 
fore  the  Senate  today,  S.  3651,  is  some¬ 
what  different  in  its  organizational 
structure  from  the  bills  I  have  previously 
introduced,  it  has  the  same  purpose  and 
objective,  namely,  to  establish  privately 
owned  and  operated  investment  com¬ 
panies  which  would  provide  long-term 
loans  and  equity  capital  to  small-bus¬ 
iness  concerns.  This  is  a  good  bill,  which 
has  been  most  carefully  considered. 
As  one  who  has  urged  passage  of 
such  legislation  for  a  good  many  years, 

I  hope  and  pray  that  S.  3651  will  be 
passed  and  signed  into  law.  The  time  is 
long  overdue  for  such  legislation,  and 
the  needs  of  small  business  have  never 
been  more  pressing. 

I  wish  to  conclude  by  repeating  the 
words  of  the  Eighth  Annual  Report  of 
the  Small  Business  Committee  which  was 
submitted  to  the  Senate  on  February  10 
of  this  year : 

In  summation,  your  committee  reiterates 
its  concern  as  to  the  inability  of  many  well- 
managed  small-business  firms  to  maintain 
the  necessary  financing,  without  which  they 
cannot  develop.  This  is  a  matter  which 
should  be  of  concern  not  only  to  small  bus¬ 
inesses,  but  to  the  Nation  as  a  whole,  for,  if 
small  business  cannot  obtain  necessary 
funds,  our  free-enterprise  system  as  we  know 
it  cannot  survive.  Prompt  congressional  ac¬ 
tion  is  imperative. 

Mr.  President,  that  is  only  one  of 
several  such  urgings  which  the  Senate 
Conimittee  on  Small  Business  has  made. 
The  recommendations  in  every  instance 
were  made  by  a  unanimous  vote  of  the 
full  committee,  Members  of  both  sides 
of  the  aisle  joining  in  making  the  recom¬ 
mendations. 

Mr.  President,'  I  wish  to  pay  my  com¬ 
pliments  to  the  membership  of  the  Se¬ 
lect  Comittee  on  Small  Business  for 


standing  behind  the  program  ever  since 
1950,  when  the  present  committee  was 
established,  and  standing  behind  it 
unanimously.  I  am  sure  that  today  the 
unanimous  sentiment  of  the  committee 
is  in  favor  of  enactment  of  the  pending 
legislation,  even  though  it  does  not 
measure  up  to  our  full  expectations. 

Mr.  President,  as  I  stated  a  few  min¬ 
utes  ago,  the  distinguished  Senator  from 
Wyoming  [Mr.  O’Mahoney]  first  intro¬ 
duced  the  bill.  It  grew  out  of  both  the 
CED  report  and-  the  results  of  his  own 
studies  as  chairman  of  the  subcommit¬ 
tee  of  the  Joint  Committee  on  the  Eco¬ 
nomic  Report.  The  Senator  remained 
an  active  sponsor  of  that  bill,  of  which 
I  had  the  honor  of  being  a  co-sponsor, 
until  he  left  the  Senate  for  a  short 
while.  While  the  Senator  from  Wyo¬ 
ming  was  absent  from  the  Senate  in  the 
next  session  of  Congress,  I  simply  picked 
up  the  bill  the  Senator  had  pioneered 
and  introduced  it.  I  have  continued  to 
introduce  the  bill,  with  changes,  as  time 
has  gone  on,  in  each  Congress  since 
that  time. 

The  Select  Committee  on  Small  Busi¬ 
ness  has  continued  to  press  for  such 
legislation.  At  least  a  couple  of  times 
hearings  were  held  in  the  Committee  on 
Banking  and  Currency.  As  I  stated, 
we  had  rather  full  hearings  last  year. 
We  reached  the  point  where  we  might 
have  reported  a  bill,  except  that  a  de¬ 
cision  was  made  that  it  would  be  a 
matter* of  wisdom  and  good  judgment 
to  ask  the  Federal  Reserve  Board  to 
make  an  intensive  study  and  report  to 
us  by  March  of  this  year.  The  Federal 
Reserve  Board  agreed  to  do  so,  and  did 
a  very  good  job.  In  the  early  part  of 
this  year  the  Federal  Reserve  Board 
submitted  the  first  2  parts  of  a  3 -part 
study.  Those  two  parts  were  sufficient  to 
cause  them  to  make  a  very  definite  rec¬ 
ommendation  to  our  committee  that 
such  a  plan  be  enacted  into  law. 

The  bill  I  originally  sponsored,  which 
I  continued  to  sponsor  up  through  the 
present  Congress,  provided  for  the  oper¬ 
ation  to  be  within  the  framework  of, 
under  the  jurisdiction  of,  and  within 
the  supervision  of  the  Federal  Reserve 
Board.  I  think  that  is  the  place  it 
should  be.  I  think  that  is  the  place  in 
which  we  could  expect  the  finest  results. 
However,  the  Federal  Reserve  Board  felt 
this  was  not  the  kind  of  business  the 
organization  was  set  up  to  handle,  and 
stated  very  strongly  an  objection  to  hav¬ 
ing  the  program  placed  under  its  juris¬ 
diction.  I  think  undoubtedly  the  Fed¬ 
eral  Reserve  Board  would  have  taken  the 
program  up  and  would  have  admin¬ 
istered  it  had  we  insisted  on  it  be¬ 
ing  under  their  jurisdiction,  but  we 
felt  the  Board  was  earnest  and  sincere 
in  its  opposition.  We  therefore  started 
to  work  out  some  kind  of  compromise. 

The  staff  of  the  Committee  on  Bank¬ 
ing  and  Currency,  1  staff  member  from 
the  Select  Committee  on  Small  Business 
who  was  detailed  for  2  or  3  months  to 
the  Committee  on  Banking  and  Cur¬ 
rency — Mr.  Jack  Flynn — staff  members 
of  the  Federal  Reserve  Board,  staff 
members  of  the  Small  Business  Admin¬ 
istration,  and  staff  members  of  other 
interested  and  concerned  executive  de¬ 


partments  worked  at  different  times  try¬ 
ing  to  develop  some  kind  of  proper  pro¬ 
gram  to  be  enacted  into  law.  We  finally 
prepared  a  compromise  bill,  which  was 
introduced. 

In  the  meantime,  the  distinguished 
majority  leader,  the  Senator  from  Texas 
[Mr.  Johnson],  introduced  a  bill  which 
provided  a  little  different  plan  but  had 
the  same  general  objective.  We  had  all 
the  bills  under  consideration  and  all  the 
recommendatioris  which  had  been  made 
to  us  in  trying  to  work  out  a  compromise 
bill. 

Finally,  when  we  worked  the  matter 
out,  the  distinguished  majority  leader 
introduced  a  bill,  which  several  of  us 
joined  in  sponsoring.  In  that  bill  we 
took  the  program  away  from  the  juris¬ 
diction  of  the  Federal  Reserve  Board 
and  provided  for  an  independent  agency, 
the  Small  Business  Investment  Admin¬ 
istration.  After  that  was  done,  the  ad¬ 
ministration  came  to  us  and  objected 
rather  seriously  to  having  a  separate 
agency.  The  administration  asked  that 
the  program  be  made  a  part  of  the  work 
of  the  Small  Business  Administration. 

As  has  been  explained  by  the  distin¬ 
guished  chairman  of  the  committee,  the 
Senator  from  Arkansas  [Mr.  FtrLBRiGHT], 
there  was  strong  objection  to  having  the 
program  a  part  of  the  work  of  the  Small 
Business  Administration.  As  I  pointed 
out,  the  Small  Business  Administration 
was  created  to  handle  a  different  type 
of  lending  program.  The  Small  Busi¬ 
ness  Administration  was  established  for 
the  purpose  of  handling  relatively  small 
loans  for  operational  purposes  and  han¬ 
dling  disaster  loans  in  distress  cases. 
This  program  has  a  very  different  pur¬ 
pose.  It  calls  for  what  are  supposed  to 
be  long-term  capital  loans. 

I  feel  very  strongly,  Mr.  President,  that 
there  should  be  provided  a  separate 
agency.  This  program  should  not  be  a 
part  of  the  Small  Business  Administra¬ 
tion.  I  say  that  without  any  desire  to 
reflect  upon  the  Small  Business  Admin¬ 
istration.  As  a  matter  of  fact,  I  think 
the  Small  Business  Administration,  by 
and  large,  has  done  a  good  job  in  the 
handling  of  the  types  of  loans  it  is  sup¬ 
posed  to  handle. 

I  have  felt  this  program  should  be 
handled  by  a  separate  agency,  because 
it  involves  a  separate  type  of  financing. 

Mr.  DOUGLAS.  Mr.  President,  will 
the  Senator  yield? 

Mr.  SPARKMAN.  I  am  glad  to  yield 
to  the  distinguished  Senator  from  Illi¬ 
nois. 

Mr.  DOUGLAS.  Do  I  correctly  un¬ 
derstand  the  Senator  from  Alabama  ac¬ 
ceded  to  the  request  of  the  administra¬ 
tion  and  changed  the  bill  so  that  this 
•program  would  be  under  the  Small  Busi¬ 
ness  Administration? 

Mr.  SPARKMAN.  It  will  be  under  the 
supervision  of  the  Small  Business  Ad¬ 
ministration.  I  will  not  say  I  did  that. 
The  committee  did  it,  as  the  Senator  re¬ 
members. 

Mr.  DOUGLAS.  It  was  made  a  sep¬ 
arate  division? 

Mr.  SPARKMAN.  It  was  made  a  sep¬ 
arate  division  of  the  Small  Business  Ad¬ 
ministration.  We  tried  to  provide  a  safe¬ 
guard,  as  the  Senator  knows,  by  requir- 
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ing  the  Deputy  Director  in  charge  to  be 
appointed  by  the  President  subject  to 
confirmation  by  the  Senate. 

Mr.  DOUGLAS.  This  was  done  to 
gain  the  support  of  the  administration, 
was  it  not? 

Mr.  SPARKMAN.  Let  me  state  my 
understanding.  My  understanding  is 
that  it  was  done  to  comply  with  the 
wishes  of  the  administration,  and  that 
it  represented  a  meeting  of  the  minds 
on  both  sides. 

Mr.  DOUGLAS.  Now  that  it  has  been 
done,  is  the  administration  supporting 
this  measure? 

Mr.  SPARKMAN.  The  administra¬ 
tion  desires  some  amendments.  The 
pending  amendment — by  the  way,  I 
wish  now  to  discuss  that  amendment — 
is  the  amendment  offered  by  the  distin¬ 
guished  Senator  from  Indiana  [Mr. 
Capehart],  which  would  eliminate  the 
provision  requiring  the  Deputy  Admin¬ 
istrator  to  be  appointed  by  the  Presi¬ 
dent  and  confirmed  by  the  Senate,  and 
would  allow  the  Administrator  of  the 
Small  Business  Administration  to  ap¬ 
point  another  Deputy  Administrator, 
who  would  have  the  responsibility  of 
handling  this  part  of  the  program. 

Mr.  DOUGLAS.  This  general  pattern 
has  occurred  so  often  that  I  think  per¬ 
haps  the  parliamentary  history  “should 
be  clarified  a  little  further. 

Am  I  to  understand  that  it  was  the 
impression  of  the  Senator  from  Ala¬ 
bama  that  the  proposal  which  he  is 
making  was  satisfactory  to  the  admin¬ 
istration? 

Mr.  SPARKMAN.  That  was  my  im¬ 
pression  at  the  time  the  bill  came  up 
in  the  Senate — and,  as  a  matter  of  fact, 
at  the  time  the  bill  was  introduced. 

Mr.  DOUGLAS.  Were  assurances 
given  to  the  Senator? 

Mi’.  SPARKMAN.  I  cannot  say  that 
assurances  were  given  to  me.  I  am 
not  sure  the  Senator  was  in  the  Cham¬ 
ber  at  the  time,  but,  as  I  explained,  a 
great  deal  of  work  went  into  this  bill 
which  I  introduced,  the  bill  introduced 
by  the  distinguished  majority  leader, 
Mr.  Johnson  of  Texas,  and  the  rec¬ 
ommendations  made  to  us  in  the  course 
of  the  hearings,  as  well  as  other  bills 
which  were  introduced.  As  chairman 
of  the  Small  Business  Committee,  I  de¬ 
tailed  Mr.  Jack  Flynn,  a  staff  member 
of  our  committee,  to  work— with  the 
Banking  and  Currency  Committee  for 
some  3  months. 

Mr.  DOUGLAS.  But  it  was  the  Sen¬ 
ator’s  impression  that  his  proposal  was 
satisfactory  to  the  administration. 

Mr.  SPARKMAN.  Yes. 

Mr.  DOUGLAS.  Now  we  find  that 
is  not  so. 

Mr.  SPARKMAN.  That  is  correct; 
and  the  pending  amendment  relates  to 
that  subject. 

Mr.  DOUGLAS.  We  have  found  the 
same  pattern  present  over  and  over 
again.  The  administration  leads  us  to 
believe  that  it  supports  a  given  meas¬ 
ure,  and  when  it  comes  to  the  floor 
the  administration  welshes  on  the  as¬ 
surances  it  has  given,  and  tries  to  gut 
the  measure. 

We  have  just  had  that  experience  in 
connection  with  the  Mutual  Security 
bill.  Last  year  we  had  the  same  experi¬ 


ence  in  connection  with  title  III  of  the 
Civil  Rights  bill.  We  have  had  it  again 
and  again,  and  I ,  for  one,  am  becoming 
tired  of  it. 

Mr.  SPARKMAN.  Let  me  say  to  the 
Senator  from  Illinois  that  I  learned, 
long  since,  that  it  was  difficult  to  deter¬ 
mine  at  any  particular  time  just  where 
the  administration  stood.  I  could  go 
back  to  the  beginning,  in  1953.  I  could 
go  back  to  the  Formosa  resolution, 
which  the  Senator  recalls.  I  could  go 
back  to  many  measures  which  have  been 
before  us  in  the  course  of  the  years. 

Mr.  DOUGLAS.  How  is  it  going  to  be 
possible  for  those  of  us  on  this  side  of 
the  aisle  to  negotiate  in  the  future  with 
an  administration  which  allows  us  to 
believe  one  thing,  and,  when  it  comes  to 
the  test,  goes  in  the  other  direction? 

Mr.  SPARKMAN.  I  suppose  each 
Senator  will  simply  have  to  stand  for 
the  things  in  which  he  believes,  and  will 
have  to  defend  the  things  which  he 
himself  thinks  are  right,  and  quit  asking 
where  the  administration  stands. 

Let  me  say  to  the  Senator  from  Illi¬ 
nois  that  I,  for  one,  felt  very  keenly 
over  the  sorry  spectacle  the  other  night 
in  the  Senate,  during  the  consideration 
of  the  Mutual  Security  bill.  I  am  a 
member  of  the  Foreign  Relations  Com¬ 
mittee.  Certainly,  I  have  no  truck  with 
the  Communist-dominated  countries ; 
and  yet  I  was  willing,  in  the  committee, 
to  go  along  with  the  President  of  the 
United  States  and  the  administration 
and  trust  the  President  to  handle  the 
program  correctly,  in  behalf  of  our  own 
national  security.  The  majority  of  tha 
committee  felt  the  same  way.  I  do  not 
recall  any  particular  opposition  ih  the 
committee.  But  when  the  bill  reached 
the  floor  of  the  Senate,  the  rug  was 
pulled  from  under  us.  There  is  no  ques¬ 
tion  about  it. 

Mr.  DOUGLAS.  The  form  of  the 
resolution  which  the  Senator  had  sup¬ 
ported  in  committee  was  put  into  final 
shape  in  the  State  Department,  was  it 
not? 

Mr.  SPARKMAN.  Last  Friday  Secre¬ 
tary  Dulles  appeared  before  the  Senate 
Foreign  Relations  Committee.  I  read  to 
the  Senate  the  letter  signed  by  the  As¬ 
sistant  Secretary  of  State  for  Legislative 
Matters,  in  which  he  submitted  the  exact 
language  to  us.  The  exact  language 
was  submitted  to  us  by  the  State  De¬ 
partment. 

Mr.  DOUGLAS.  I  make  the  prophecy 
that  this  fall,  on  the  hustings,  the  Re¬ 
publican  National  Committee  will  attack 
Members  who  voted  for  the  committee 
proposal  and  against  the  Knowland 
amendment.  Those  men  will  be  attacked 
by  the  Republican  National  Committee 
for  being  “soft”  on  communism,  when 
they  simply  followed  the  line  which  had 
been  laid  down  by  the  administration. 

Mr.  SPARKMAN.  They  were  repos¬ 
ing  faith  and  confidence  in  the  President 
of  the  United  States  to  carry  out  that 
kind  of  program.  We  had  a  good  formu¬ 
la  written  into  the  law. 

Mr.  DOUGLAS.  That  is^correct. 

Mr.  SPARKMAN.  If  it  were  carried 
out,  it  would  be  all  right.  We  were  act¬ 
ing  at  the  request  of  the  administration. 
The  Senator  is  exactly  right. 


Mr.  DOUGLAS.  Have  we  not  some¬ 
thing  of  the  same  sort  in  this  instance? 

Mr.  SPARKMAN.  I  certainly  felt  let 
down  when  this  amendment  was  pro¬ 
posed.  The  distinguished  Senator  from 
Illinois  may  recall  that  this  amendment 
was  proposed  in  the  committee,  and  I 
stated  my  opposition  to  it  then.  I  stated 
that  we  had,  in  effect,  bargained  in  good 
faith  and  had  worked  out  a  compromise 
bill  on  the  basis  of  that  bargaining.  I 
certainly  was  opposed  to  the  suggested 
change. 

Mr.  DOUGLAS.  Will  it  be  sensible  in 
the  future  to  make  any  agreement  with 
people  who  treat  their  pledged  word  in 
this  fashion? 

Mr.  SPARKMAN.  In  the  future  I 
shall  govern  my  vote  on  such  questions 
according  to  my  own  belief  as  to  what 
is  right. 

Speaking  to  the  pending  amendment, 
which  would  permit  the  new  Deputy 
Administrator  to  be  appointed  by  the 
Administrator  rather  than  appointed  by 
the  President  and  confirmed  by  the 
Senate,  I  wish  to  state  briefly  four  argu¬ 
ments  against  it. 

First.  The  new  function  is  completely 
different  from  the  existing  SBA  pro¬ 
grams — long-term  funds  to  promising 
small  businesses  as  distinguished  from 
short-term  funds  and  welfai’e  assistance 
to  small  businesses  in  distress — invest¬ 
ment  banking  versus  commercial  bank¬ 
ing. 

Second.  S.  3651,  as  reported,  repre¬ 
sents  a  significant  compromise  with  op¬ 
ponents  of  the  plan.  Proponents  would 
prefer  that  the  new  program  be  admin¬ 
istered  by  the  Federal  Reserve  System 
or  by  an  independent  agency.  The  first 
attempt  to  compromise  was  contained  in 
the  original '  Johnson  bill  (S.  3651) 
which  established  a  new  agency,  the 
SBIA,  to  function  in  close  cooperation 
with  the  SBA  under  a  Loan  Policy 
Board.  The  second  attempt  to  compro¬ 
mise  resulted  in  the  provisions  of  S.  3651 
as  reported,  which  places  the  new  func¬ 
tion  within  the  SBA  but  which  insures 
some  measure  of  independence  for  the 
Deputy  Administrator,  by  requiring  his 
appointment  by  the  President  and  con¬ 
firmation  by  the  Senate. 

Third.  There  are  many  precedents  for 
the  appointment  of  subordinate  officials 
by  the  President. 

I  want  my  good  friend,  the  distin¬ 
guished  Senator  from  Indiana  [Mr. 
Capehart]  to  listen  to  these  examples, 
because  they  are  examples  which  he 
himself  has  supported. 

The  heads  of  the  constituent  agencies 
of  the  Housing  and  Home  Finance  Agen¬ 
cy,  Deputy  Administrator  of  the  Federal 
Civil  Defense  Agency,  Deputy  Adminis¬ 
trator  of  the  St.  Lawrence  Seaway  De¬ 
velopment  Corporation,  Deputy  Director 
of  USIA,  Under  Secretaries,  Assistant 
Secretaries,  Deputy  Attorney  General, 
Assistant  Attorneys  General,  Deputy 
Postmaster  General,  Assistant  Postmas¬ 
ters  General,  and  others  offer  example 
after  example  of  this  practice. 

Mr.  CAPEHART.  Mr.  President,  will 
the  Senator  yield? 

Mr.  SPARKMAN.  I  am  glad  to  yield. 

Mr.  CAPEHART.  The  Senator  is  100 
percent  right  in  what  he  has  said.  How¬ 
ever,  the  problem  is  that  there  are  al- 
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ready  two  Deputy  Administrators  in 
SB  A,  neither  of  which  under  the  law,  is 
appointed  by  the  President  and  con¬ 
firmed  by  the  Senate.  Therefore,  if  we 
provide  in  the  pending  bill  that  the  Dep¬ 
uty  Administrator  in  charge  of  the  pro¬ 
gram  must  be  appointed  by  the  Presi¬ 
dent  and  confirmed  by  the  Senate,  it  will 
result  in  having  two  Deputy  Administra¬ 
tors  appointed  by  the  Administrator,  and 
one  by  the  President.  Someday  perhaps 
all  three  ought  to  be  appointed  by  the 
President,  with  Senate  confirmation 
provided.  I  rather  believe  that  should 
be  the  practice.  However,  until  that 
happens,  I  believe  we  would  be  better  off 
to  accept  the  amendment  temporarily. 
I  feel  the  Senator  will  agree  with  me  un¬ 
der  the  circumstances. 

Mr.  SPARKMAN.  I  appreciate  the 
presentation  of  the  Senator  from  In¬ 
diana,  and  I  recognize  the  fact  that 
there  is  an  argument  in  it.  Yet  we  have 
shown  our  desire  many  times  before  to 
have  these  functions  administered  in  a 
semi-independent  manner  by  requiring 
this  kind  of  arrangement,  namely,  ap¬ 
pointment  by  the  President  and  confir¬ 
mation  by  the  Senate.  The  SBA  comes 
to  Congress  for  legislative  considera¬ 
tion  ever  so  often.  I  certainly  agree 
with  the  Senator,  as  I  said  in  the  begin¬ 
ning,  that,  while  I  am  opposed  to  the 
amendment,  I  am  privy  to  the  little 
agreement  which  has  been  worked  out — • 
it  is  only  an  informal  agreement — 
whereby  we  have  agreed  to  accept  the 
amendment  if  the  other  amendments  of 
the  Senator  from  Indiana  would  be  with¬ 
drawn.  I  am  certainly  going  along  with 
that.  But  I  did  wish  to  show  what  the 
basic  objections  to  the  arrangement  are. 
In  the  future,  as  SBA  comes  up  for  con¬ 
sideration  before  Congress,  I  certainly 
think  that  we  ought  to  keep  this  in  mind. 
In  the  event  the  new  function  is  not  ad¬ 
ministered  in  the  way  in  which  our  com¬ 
mittee  intended  it  to  be  administered, 
and  in  the  way  in  which  I  believe  Con¬ 
gress  wants  it  to  be  administered,  we 
should  do  something  about  it. 

Mr.  CAPEHART.  Mr.  President,  will 
the  Senator  yield? 

Mr.  SPARKMAN.  I  yield. 

Mr.  CAPEHART.  I  certainly  agree 
with  that;  that  is  certainly  a  fair  state¬ 
ment. 

Mr.  SPARKMAN.  I  appreciate  the 
Senator’s  statement  very  much. 

The  fourth  objection  is  that  the  ma¬ 
jority  of  the  committee  will  not  concede 
that  this  is  just  one  more  activity  for  the 
Small  Business  Administration.  S.  3651 
hopes  to  create  new  private  financial  in¬ 
stitutions  and  to  stimulate  the  activity 
of  State  and  local  development  com¬ 
panies.  The  new  function  should  have 
separate  and  distinct  status  within  the 
SBA,  and  the  amendment  would  weaken 
this  feature  of  S.  3651. 

There  is  one  other  thing  I  wish  to 
mention,  and  I  believe  the  Senator  from 
Indiana  will  agree  with  me  about  it.  I 
wish  it  to  be  noted  in  the  Record  that  the 
acceptance  of  the  amendment  is  to  take 
care  of  an  organizational  situation,  and 
in  no  way  affects  the  wishes  of  the  com¬ 
mittee  considering  the  proposed  legisla¬ 
tion  that  this  function  of  SBA  shall  be 
separate  and  distinct  and  semi-inde¬ 


pendent,  as  I  have  said.  I  feel  that  the 
Senator  from  Indiana  will  agree  with 
me. 

Mr.  CAPEHART.  Will  the  Senator  re¬ 
peat  that  statement? 

Mr.  SPARKMAN.  What  I  said  was 
that  the  Record  should  show  that  the 
acceptance  of  the  amendment  is  to  take 
care  of  an  organizational  situation,  and 
does  not  in  any  way  affect  the  intention 
of  the  committee  that  this  should  be  a 
new,  separate,  and  distinct  function  of 
the  SBA  of  a  semi-independent  nature. 

Mr.  CAPEHART.  The  Senator  is  cor¬ 
rect  on  that  point. 

Mi'.  SPARKMAN.  I  appreciate  the 
Senator’s  statement.  There  is  just  one 
other  thing  I  wish  to  discuss.  I  do  not 
recall  that  the  Senators  who  have 
spoken  before  me  have  had  much  to  say 
about  this  point.  It  refers  to  State  and 
local  development  companies.  Of  course, 
anyone  listening  to  the  discussion  and 
anyone  reading  the  discussion  or  read¬ 
ing  the  act  would  realize  that  one  of  the 
principal  objectives  of  the  bill  is  to  have 
organizations  on  the  State  or  local  level. 
I  may  say  that  during  the  past  several 
years  that  objective  has  been  vividly 
called  to  our  attention.  For  instance, 
New  England  has  had  an  excellent  small- 
business  man’s  organization  for  a  great 
number  of  years.  Several  States  in  New 
England  started  3  or  4  or  5  years  ago  a 
kind  of  State  investment  organization 
setup  for  the  purpose  of  encouraging  and 
helping  small  business. 

■  At  one  of  our  hearings,  held  a  few 
years  ago,  we  learned  of  15  States  in  the 
country  which  had  such  setups.  One  of 
the  best,  which  was  called  to  our  atten¬ 
tion  on  two  different  occasions,  is  the 
one  in  the  State  of  Arkansas.  There  are 
others  throughout  the  country,  refer¬ 
ence  to  which  can  be  found  in  the  hear¬ 
ings  on  the  pending  bill.  There  has  been 
sufficient  experience  to  demonstrate  to 
us  that  the  State  and  regional  organiza¬ 
tions  can  be  used  most  effectively  in  this 
type  of  work.  By  referring  to  page  27  of 
the  hearings  on  the  pending  bill,  I  find 
that  there  are  approximately  10  different 
groups  which  have  not  only  organized, 
but  have  actually  sold  stock  to  private  in¬ 
vestors,  and  which  are  carrying  on  a 
good,  strong  program  in  their  respective 
States.  It  is  to  be  hoped  that  such  com¬ 
panies  may  be  established  throughout  the 
country  on  a  State  or  regional  level. 

In  this  way  it  can  be  made  a  grass¬ 
roots  operation,  very  much  on  the  same 
basis  as  the  other  program,  on  which 
the  pending  bill  is  patterned ;  namely,  the 
farm  credit  system.  I  believe  it  can 
render  a  great  deal  of  good  to  small 
businesses  throughout  the  country.  I 
am  therefore  glad  to  support  the  bill 
and  to  go  along,  even,  with  the  agree¬ 
ment  relating  to  the  amendment,  after 
stating  my  objections  to  it,  and  also  with 
the  statement  as  to  what  the  real  pur¬ 
poses  of  the  committee  are  with  refer¬ 
ence  to  the  nature  of  the  operation  of  the 
program. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  amend¬ 
ment  offered  by  the  Senator  from  Indi¬ 
ana. 

The  amendment,  was  agreed  to. 
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Mr.  ROBERTSON.  Mr.  President,  I 
am  very  much  interested— I  hope  as 
much  as  is  the  distinguished  Senator 
from  Alabama— in  the  future  of  small 
business.  Small  business  in  the  business 
field  is  comparable  to  the  farmer.  It 
is  the  independent  operator  who  consti¬ 
tutes  the  backbone  of  our  private  enter¬ 
prise  system  and  of  our  democracy. 
Naturally  I  wish  to  see  small  business 
enterprises  prosper  and  survive.  It  fre¬ 
quently  happens  that  men  in  partnership 
in  small  companies  start  out  without 
adequate  capital  or  without  adequate 
training  and  know-how  in  what  they  are 
undertaking  to  do,  and  soon  fold  up. 

I  was  glad  to  support  the  proposal  to 
give  them  financial  aid  through  the 
Small  Business  Administration.  In  com¬ 
mittee,  during  the  consideration  of  the 
pending  bill,  I  thought  we  should  con¬ 
tinue  the  precedent  set  when  we  passed 
the  Small  Business  Administration  Act, 
and  authorized  an  appropriation  of 
$250  million,  instead  of  opening  a  pipe¬ 
line  directly  into  the  Treasury  and  creat¬ 
ing  a  perpetual  revolving  fund  for  what 
was  admittedly  an  experiment. 

It  is  proposed  that  we  furnish  equity 
capital  to  small  business.  To  do  that, 
the  Government  will  create  new  cor¬ 
porations,  will  charter  corporations. 
Then  the  Government  will  contribute 
one-half  of  the  capital  of  those  invest¬ 
ment  corporations  and  will  take  in  re¬ 
turn  what  are  called  subordinate  de¬ 
bentures.  The  word  “debenture”  seems 
to  be  a  cute  litle  term  which  investors 
cooked  up,  to  make  the  obligation  sound 
better  than  a  secured  note.  But  that  is 
all  it  does.  They  tried  to  make  it  very 
formal  by  calling  it  a  bond,  but  it  is  not 
secured.  A  subordinate  debenture  is 
worse  than  that.  A  subordinate  de¬ 
benture  is  about  at  the  bottom  of  the 
list  of  any  corporation  securities. 

Anyway,  that  was  the  way  the  Govern¬ 
ment  planned  to  finance  $250  million 
of  aid  to  small  business.  I  thought  it 
preferable  to  have  that  provided  for 
by  an  authorization.  Then  each  year 
the  Committees  on  Appropriations  could 
have  a  report  showing  how  the  program 
was  working.  It  was  said  that  the  pro¬ 
gram  was  experimental.  If  it  were  not 
working  properly,  it  could  be  discon¬ 
tinued. 

So  in  the  committee  I  made  the  point 
of  order  against  section  202  (b)  of  the 
bill.  The  point  of  order  was  overruled. 
Then  I  offered  an  amendment  to  sub¬ 
stitute  the  authorization  for  the  pipe¬ 
line  in  section  202  (b),  and  the  amend¬ 
ment  was  rejected. 

So  I  gave  notice,  as  those  who  have 
read  the  record  will  see,  that  when  the 
bill  was  before  the  Senate,  I  would  make 
a  point  of  order  against  section  202  (b) , 
on  the  ground  that  it  violates  Senate 
rule  XXV. 

Mr.  LAUSCHE.  Mr.  President,  will 
the  Senator  yield? 

Mr.  ROBERTSON.  I  yield. 

Mr.  LAUSCHE.  Am  I  to  understand 
that  it  is  the  opinion  of  the  Senator 
from  Virginia  that  the  Committee  on 
Banking  and  Currency  in  this  year,  by 
indirection,  has  in  effect  appropriated 
approximately  $9  billion  without  having 
the  particular  appropriations  submitted 
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to  the  Committee  on  Appropriations  for 
consideration? 

Mr.  ROBERTSON.  The  Senator  is 
correct.  We  have  already  reported  $5 
billion.  The  amount  provided  in  this 
bill  is  $2,500,000,000.  The  so-called  big 
housing  bill,  which  is  before  the  com¬ 
mittee,  provides  a  total  of  $4,400,000,000. 
So  those  figures  add  up  to  more  than 
$9  billion,  assuming  that  the  big  bill  is 
reported  in  its  intended  form. 

Amendments  are  pending  to  reduce 
the  amount  for  public  housing  and  to 
cut  something  from  the  funds  for  urban 
redevelopment.  But  that  amount  has 
been  proposed  and  is  pending. 

If  all  the  amounts  are  approved,  the 
total  will  be  more  than  $9  billion. 

Mr.  LAUSCHE.  The  bill  recom¬ 
mended  by  the  Committee  on  Banking 
and  Currency  provided  $2  billion  for  the 
Export-Import  Bank.  Was  that  merely 
an  authorization,  or  was  it  an  appropria¬ 
tion,  in  effect? 

Mr.  ROBERTSON.  That  was  the  con¬ 
tinuation  of  a  precedent  which  had  pre¬ 
viously  been  set.  Not  knowing  how 
much  the  bank  would  need  for  its  opera¬ 
tion  in  a  given  time,  we  authorized  it  to 
obtain  its  needs  from  the  Treasury.  But 
the  bank  is  supposed  to  get  good  bonds 
and  good  security,  and  the  amount  will 
come  back  into  the  assets  of  the  Treasury 
at  some  future  time. 

But  the  bill  provides  a  revolving  fund 
of  $250  million,  with  no  provision  for 
that  amount  ever  to  be  returned  to  the 
Treasury. 

Mr.  LAUSCHE.  About  $1,800,000,000 
is  provided  for  emergency  housing.  Was 
the  Committee  on  Finance  bypassed  on 
that  subject? 

Mr.  ROBERTSON.  That  is  correct. 

Mr.  LAUSCHE.  A  billion  dollars  is 
provided  for  community  facilities. 

Mr.  ROBERTSON.  That  is  correct. 

Mr.  LAUSCHE.  Was  the  Committee 
on  Finance  bypassed  on  that  amount? 

Mr.  ROBERTSON.  That  is  correct. 

Mr.  LAUSCHE.  What  about  the  $300 
million  for  area  redevelopment? 

Mr.  ROBERTSON.  That  is  the  cor^ 
rect  amount. 

Mr.  LAUSCHE.  Is  an  effort  being 
made  to  bypass  the  Committee  on  Fi¬ 
nance  in  that  instance? 

Mr.  ROBERTSON.  That  is  correct, 
again. 

Mr.  LAUSCHE.  Is  $4  billion  proposed 
for  expanded  housing,  which  is  contem¬ 
plated  to  be  authorized? 

Mr.  ROBERTSON.  It  is  $4,400,000,000. 

Mr.  LAUSCHE.  That  makes  a  total  of 
about  $9  billion. 

Mr.  ROBERTSON.  It  is  closer  to  $10 
billion. 

Mr.  LAUSCHE.  Why  is  the  Commit¬ 
tee  on  Finance  being  bypassed? 

Mr.  CAPEHART.  It  is  the  Committee 
on  Appropriations. 

Mr.  LAUSCHE.  Yes;  the  Committee 
on  Appropriations. 

Mr.  ROBERTSON.  Various  reasons 
are  given.  One  is  that  it  has  been  done 
before.  Another  reason  is  that  we  who 
are  handling  the  program  know  enough 
about  it  not  to  want  to  be  bothered  with 
the  Committee  on  Appropriations.  We 
will  handle  the  funds  ourselves. 

Mr.  LAUSCHE.  Am  I  correct  in  un¬ 
derstanding  that  the  purpose  in  having 


the  Committee  on  Appropriations  is  to 
make  certain  that  there  will  be  one  cen¬ 
tralized  agency  of  the  Senate  which  will 
make  overall  observations  of  what  is  go¬ 
ing  on  and  will,  on  a  total  basis,  know 
what  the  expenditures  for  the  year  are? 

Mr.  ROBERTSON.  That  is  indubi¬ 
tably  correct.  The  Senator  from  Ohio 
will  recall  that  there  was  never  any  na¬ 
tional  debt,  to  speak  of,  until  the  Nation 
became  involved  in  a  most  unfortunate 
fratricidal  war.  Then  the  debt  pyra¬ 
mided  all  of  a  sudden.  Prior  to  that  time 
each  committee  handled  its  own  appro¬ 
priations.  But  when  the  national  debt 
became  so  large,  in  1865,  Congress  said 
that  some  agency  was  needed  that  was 
not  committed  to  a  proposition,  as  soon 
as  it  was  started,  to  take  a  second  look. 
Some  agency  was  needed  which  would 
consider  the  overall  picture  and  help  the 
Government  to  manage  the  national 
debt.  So  the  Appropriations  Committees 
were  created  in  the  House  and  the  Sen¬ 
ate,  and  the  jurisdiction  of  the  other 
committees  to  handle  their  own  appro¬ 
priation  bills  was  taken  from  them. 

Mr.  LAUSCHE.  What  would  the  sit¬ 
uation  be  if  each  of  the  committees  of 
the  Senate,  in  their  authorization  bills, 
proceeded  to  circumvent  the  authority  of 
the  Committee  on  Appropriations  and 
made  moneys  available  for  expenditures 
in  accordance  with  their  wishes? 

Mr.  ROBERTSON.  We  could  only 
hazard  a  guess.  Ten  percent  of  the  pres¬ 
ent  debt,  or  $28  billion  in  money,  which 
has  been  financed  by  committees  which 
were  not  authorized  to  report  appropria¬ 
tion  bills. 

Since  the  first  departure  was  made,  in 
1932,  creating  the  RFC,  appropriations 
in  excess  of  $143  billion  have  been  made 
from  the  Treasury — although  the  Con¬ 
stitution  provides  that  no  money  shall  be 
taken  from  the  Treasury  except  by  an 
appropriation — by  pipelines  to  the 
Treasury,  bypassing  the  Committees  on 
Appropriations.  If  that  practice  should 
be  continued  indefinitely,  the  national 
debt,  which  now  is  $280  billion,  may 
eventually  go  to  $400  billion.  If  every 
committee  is  to  say,  “What  we  are  doing 
is  the  most  important  thing;  we  will 
finance  this  and  get  a  majority  of  the 
House  and  Senate  to  approve  it” — of 
course,  that  would  have  to  be  done — 
then  we  would  be  removing  the  restraint 
which  is  imposed  upon  Congress. 

Ordinarily,  there  is  one  vote  to  au¬ 
thorize  an  expenditure.  Then  we  stop, 
look,  and  listen.  We  then  have  another 
vote  to  appropriate,  and  the  appropria¬ 
tion  is  for  1  year  only.  Then  we  get  a 
report,  which  is  evaluated,  to  see  whether 
we  should  have  acted  differently  in  the 
first  place,  or  whether  we  should  go 
ahead. 

Then  we  take  another  look  at  the  na¬ 
tional  debt,  to  see  how  much  more  the 
country  can  afford. 

That  is  the  reason  why  the  junior  Sen¬ 
ator  from  Virginia  thought  the  time  had 
come  to  bring  this  issue  before  the  Sen¬ 
ate.  It  has  never  been  ruled  on  in  the 
Senate. 

Mr.  LAUSCHE.  Am  I  grossly  wrong  if 
I  state  that  some  persons  might  interpret 
this  action  as  an  attitude  residing  in  the 
members  of  the  Committee  on  Banking 


and  Currency  that  they  do  not  have  faith 
in  the  Committee  on  Appropriations  to 
act  properly  in  the  overall  picture? 

Mr.  ROBERTSON.  Mr.  President,  I 
happen  to  be  a  member  of  both  the 
Banking  and  Currency  Committee — and 
I  have  the  highest  regard  for  its  distin¬ 
guished  chairman — and  the  Appropria¬ 
tions  Committee;  and  I  believe  the  time 
has  come  for  4he  jurisdiction  of  the 
Appropriations  Committee  to  be  sus¬ 
tained. 

Mr.  LAUSCHE.  Mr.  President,  the 
Senator  from  Virginia  has  not  answered 
my  question,  and  probably  he  prefers  not 
to  do  so.  Therefore,  I  shall  not  press 
him  for  an  answer. 

Mr.  ROBERTSON.  I  thank  the  Sen¬ 
ator  from  Ohio. 

Mr.  CASE  of  South  Dakota.  Mr. 
President,  will  the  Senator  from  Vir¬ 
ginia  yield  to  me? 

The  PRESIDING  OFFICER  (Mr. 
Proxmire  in  the  chair) .  Does  the  Sen¬ 
ator  from  Virginia  yield  to  the  Senator 
from  South  Dakota? 

Mr.  ROBERTSON.  I  yield. 

Mr.  CASE  of  South  Dakota.  I  wish  to 
express  my  personal  appreciation  to  the 
distinguished  Senator  from  Virginia  for 
raising  the  point  of  ordei\  It  is  one 
which  has  concerned  me  over  many 
years.  ^ 

I  first  raised  the  point  of  order  in  the 
House  of  Representatives,  in  connection 
with  the  Housing  Act  of  June  28,  1949. 
I  raised  it  again  in  the  Senate,  more  re¬ 
cently  in  connection  with  the  Commu¬ 
nity  Facilities  Act,  in  special  reference 
to  the  so-called  revolving  fund  which 
would  be  established  under  the  provi¬ 
sions  of  that  measure.  However,  I  did 
not  ask  for  a  ruling  on  the  point  of 
order  in  connection  with  the  Community 
Facilities  Act,  because  the  matter  came 
up  rather  suddenly,  and  I  felt  that  we 
had  an  inadequate  amount  of  material 
to  make  clear  the  issues  involved. 

The  distinguished  Senator  from  Vir¬ 
ginia,  however,  has  gone  into  the  matter 
at  great  length;  and  I  understand  he  has 
some  figures  which  he  will  submit  to  the 
Senate  on  this  point. 

Following  his  remarks,  I  hope  also  to 
make  some  observations  on  it,  and  to 
submit  some  additional  material  for  the 
consideration  of  the  Parliamentarian. 

There  is  one  point,  in  particular, 
which  I  should  like  to  mention  at  this 
time.  I  noted  that  the  distinguished 
Senator  from  Ohio  [Mr.  Lausche]  raised 
the  question  of  the  purpose  of  having 
the  Appropriations  Committee  serve  as 
a  central  agency  for  the  consideration 
of  all  appropriations.  That  clearly  was 
the  intent  of  the  Congress,  I  believe, 
when  the  Budget  and  Accounting  Act 
was  passed  and  when,  subsequently, 
rules  were  adopted  for  both  bodies. 

The  distinguished  Representative  from 
the  State  of  Missouri,  Representative 
Cannon,  who  presently  is  chairman  of 
the  House  of  Representatives  Appropria¬ 
tion  Committee,  was  chairman  of  the 
committee  during  the  many  years 
when  I  served  on  that  committee 
in  the  House  of  Representatives.  He 
had  a  favorite  phrase,  which  I  think 
is  quite  apropos  the  trend  to  which 
the  Senator  from  Ohio  has  referred; 
Representative  Cannon  used  to  say 
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that  the  Appropriations  Committee  was 
the  saucer  in  which  the  hot  cup  of 
legislative  tea*was  poured  to  cool — in 
other  words,  that  frequently,  under  the 
stress  of  some  important  circumstance 
and  under  the  general  desire  to  do  some¬ 
thing  about  a  particular  matter,  a  legis¬ 
lative  act  was  passed,  but  the  legislative 
committees  very  rarely  have  the  infor¬ 
mation  with  respect  to  the  status  of  the 
public  Treasury  the  Appropriations  Com¬ 
mittee  has  or  the  Finance  Committee  or 
the  Ways  and  Means  Committee  might 
have. 

So  Congress  in  its  wisdom  over  a  period 
of  years  adopted  the  device  the  Senator 
from  Virginia  has  mentioned,  namely, 
that  of  having  the  Appropriations  Com¬ 
mittee  consider  these  legislative  acts.  In 
addition  to  the  original  consideration  of 
such  a  measure,  in  order  to  determine 
the  relationship  between  the  particular 
demand  on  the  Treasury  under  consid¬ 
eration  and  other  demands  on  it,  when 
the  proposed  legislation  is  such  that  it 
necessitates  consideration  by  the  Appro¬ 
priations  Committee,  there  is  an  annual 
review  of  the  progress  of  the  program, 
the  demands  upon  it,  the  results  that  are 
obtained  from  it,  and  the  way  the  pro¬ 
gram  is  being  administered;  and  thus 
there  is  retained  in  Congress  the  control 
of  the  purse  which  the  Founding  Fathers 
intended  to  have  rest  with  the  Congress. 

In  the  committee  amendment  there  is 
one  paragraph,  under  section  202,  on 
page  40,  which  I  believe  illustrates  the 
looseness  of  this  manner  of  obtaining 
money  from  the  Treasury.  I  have  refer¬ 
ence  to  the  subparagraph  of  section  202 
which  is  marked  “(b),”  which  appears 
beginning  in  line  15,  on  page  40,  and 
reads  as  follows : 

(b)  Funds  borrowed  under  this  section  and 
any  proceeds  therefrom  shall  constitute  a 
revolving  fund  which  may  be  used  by  the 
Administration  in  the  exercise  of  its  func¬ 
tions  under  this  act. 

Mr.  President,  that  sentence  is  worthy 
of  rereading : 

(b)  Funds  borrowed  under  this  section  and 
any  proceeds  therefrom  shall  constitute  a 
revolving  fund  which  may  be  used  by  the 
Administration  in  the  exercise  of  its  func¬ 
tions  under  this  act. 

Mr.  President,  under  that  language, 
the  money  would  be  taken  from  the 
Treasury  of  the  United  States  when  the 
Secretary  of  the  Treasury  purchased  any 
notes  or  obligations  of  the  Small  Busi¬ 
ness  Administration,  and  would  go  into 
a  revolving  fund;  and  from  that  day  for¬ 
ward  the  money  could  be  used,  and  any 
repayments  to  it  could  be  used,  by  the 
Small  Business  Administration,  in  the 
exercise  of  its  functions  under  the  law. 

Nothing  in  the  paragraph  I  have  read 
would  suggest  that  the  Appropriations 
Committee  or  the  revenue  committees  of 
the  Congress  would  ever  again  have  a 
single  word  to  say  about  the  dollars  in¬ 
vested  in  that  way.  They  would  be  gone ; 
and  the  Small  Business  Administration 
could  proceed  to  administer  them  under 
the  terms  of  the  law  or  under  the  terms 
of  subsequent  amendments  thereto.  But 
the  annual  review  of  the  disbursements 
by  an  agency  created  b^  the  Federal  Gov¬ 
ernment  would  be  lost. 


It  seems  to  me,  in  view  of  these  facts, 
that  the  able  Senator  from  Virginia  [Mr. 
Robertson]  is  well  warranted  in  bring¬ 
ing  this  matter  to  the  attention  of  the 
Senate. 

I  apologize  for  speaking  at  such  length 
at  this  point.  Following  the  remarks  of 
the  Senator  from  Virginia,  I  shall  en¬ 
deavor  to  obtain  recognition,  in  order  to 
make  further  observations. 

Mr.  ROBERTSON.  __  Mr.  President,  I 
thank  the  Senator  from  South  Dakota 
for  his  remarks.  I  am  sorry  that  sub¬ 
section  (b)  of  section  202  creates  a  re¬ 
volving  fund.  Subsection  (a)  of  section 
202  authorizes  the  sale  of  the  bonds  to 
the  Secretary  of  the  Treasury.  Once  the 
administration  obtains  the  money,  there 
is  no  plan,  as  I  have  previously  stated,  to 
have  the  money  ever  returned  to  the 
Treasury  or  to  have  the  Appropriations 
Committee  take  an  annual  look  at  what 
is  being  done,  as  is  done  in  connection 
with  other  appropriations  which  pass 
through  the  regular  channels. 

Mr.  President,  during  the  years  that  I 
have  been  a  member  of  the  Congress, 
there  have  been  in  both  Houses  many  de¬ 
bates  and  discussions  concerning  the 
question  of  legislation  contained  in  an 
appropriation  bill.  But  I  cannot  recall 
a  Senate  discussion  of  the  question  of  an 
appropriation  in  a  legislative  bill.  To¬ 
day,  I  shall  discuss  that  question,  with 
particular  reference  to  the  pending  Small 
Business  Investment  Act. 

The  Constitution  of  the  United  States 
provides,  in  article  I,  section  9,  that;  “No 
money  shall  be  drawn  from  the  Treas¬ 
ury,  but  in  consequence  of  appropria¬ 
tions  made  by  law.”  This  constitutional 
mandate  has  been  implemented  in  both 
Houses  of  the  Congress  by  the  adoption 
of  rules  establishing  the  Standing  Com¬ 
mittees  on  Appropriations.  Rule  XXV 
of  the  Standing  Rules  of  the  Senate  sets 
forth  explicitly  the  jurisdiction  of  the 
Appropriations  Committee.  Under  the 
rule,  all  proposed  legislation  dealing  with 
the  “appropriation  of  the  revenue  for 
the  support  of  the  Government  must  be 
referred  to  that  Committee.  Identical 
language  is  contained  in  rule  XI  of  the 
Rules  of  the  House  of  Representatives, 
which  states  the  jurisdiction  of  the  House 
Appropriations  Committee. 

,As  all  of  us  know,  proposed  legislation 
creating  a  new  governmental  activity  is 
considered  by  some  other  committee  than 
the  Committee  on  Appropriations.  In 
order  to  provide  for  the  financing  of  such 
new  activities,  the  basic  legislation  gen¬ 
erally  provides  authority  to  obtain  an 
appropriation,  by  the  use  of  language 
such  as  “There  is  hereby  authorized  to 
be  appropriated  for”  and  so  forth. 

In  January  1932,  in  order  to  meet  the 
emergency  situation  caused  by  the  de¬ 
pression,  the  Committees  on  Banking 
and  Currency  adopted  a  new  procedure 
to  finance  the  activities  of  the  Recon¬ 
struction  Finance  Corporation.  The  Re¬ 
construction  Finance  Corporation  Act 
authroized  the  RFC  to  sell  its  obligations 
directly  to  the  Secretary  of  the  Treasui'y. 
with  the  purchase  of  these  obligations  to 
be  treated  as  a  public-debt  transaction. 
By  borrowing  directly  from  the  Treasui’y 
in  this  manner,  there  was  no  necessity  to 
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secure  the  approval  of  the  Committee  on 
Appropriations  for  the  expenditure  of 
these  funds. 

This  unique  method  of  appropriating 
funds  from  the  Treasury  in  a  legislative 
bill  set  a  precedent  and  was  used  from 
time  to  time  during  the  depression  years 
and  Woi’ld  War  II.  Pei’haps  this  proce¬ 
dure  can  be  justified  in  emergency  sit¬ 
uations,  but  its  use  in  recent  years  has 
become  increasingly  commonplace.  The 
latest  figures  available  show  that  on  June 
30,  1957,  the  cumulative  total  of  direct 
borrowing  from  the  Treasury  amounted 
to  $143  billion.  As  of  the  same  date, 
over  $28  billion  in  such  funds  were  still 
outstanding.  This  amounted  to  about  10 
percent  of  the  total  national  debt. 

There  appears  to  be  no  letup  in  the 
ever-increasing  use  of  this  method  of 
,  bypassing  the  Appropriations  Commit¬ 
tee.  For  example,  the  bills  reported  this 
year  by  the  Senate  Banking  and  Cur¬ 
rency  Committee  and  passed  by  the  Sen¬ 
ate  have  authorized  over  $5  billion  in 
direct  borrowing  from  the  Treasury. 
These  bills  cpvered  a  wide  range  of  ac¬ 
tivities — $2  billion  for  the  Export-Import 
Bank;  $1.8  billion  for  emergency  hous¬ 
ing;  $1  billion  for  community  facilities; 
and  $300  million  for  area  redevelopment. 
In  addition  to  these  bills  that  already 
have  passed  the  Senate,  the  Banking  and 
Curi’ency  Committee  is  currently  consid¬ 
ering  an  omnibus  housing  bill  authoriz¬ 
ing  over  $4  billion  in  direct  boi’rowing 
from  the  Treasury.  When  one  legislative 
committee  alone  can  direct  the  expendi¬ 
ture  of  over  $9  billion,  the  effectiveness 
of  our  entire  budget  and  appropriation 
pi’ocedure  is  placed  in  jeopardy. 

The  latest  use  of  this  device  is  found 
in  section  202  (a)  of  S.  3651,  the  pro¬ 
posed  Small  Business  Investment  Act. 
This  section  authorizes  the  Small  Busi¬ 
ness  Administration  to  boi’row  a  total  of 
$250  million  from  the  Treasury.  Thus, 
although  this  is  supposed  to  be  an  ex¬ 
perimental  program,  there  will  be  no 
required  review  by  the  Appropriations 
Committees  to  detex’mine  whether  the 
experiment  is  a  success  or  a  failure.  The 
proponents  of  this  program  apparently 
are  unwilling  to  let  this  legislation  stand 
on  its  own  merits  and  to  have  the  ex¬ 
penditure  of  these  funds  justified. 

It  is  surprising  that  over  the  years 
this  pi'ocedure  for  authorizing  direct 
borrowing  fi’om  the  Treasury  in  the  leg¬ 
islative  bill  has  not  been  tested  by  a 
point  of  order  in  the  Senate.  On  many 
occasions  the  reverse  situation,  legisla¬ 
tion  in  an  appropriation  bill,  has  been 
ruled  out  of  order.  It  is  obvious  that 
any  language  in  a  bill  that  orders  the 
payment  of  money  from  the  Treasui’y 
without  the  necessity  of  fui’ther  action 
by  the  Congress  is  an  appropriation,  and 
the  Senate  rules  require  such  legislation 
to  be  referred  to  the  Committee  on  Ap¬ 
propriations. 

Those  who  defend  the  right  of  com¬ 
mittees  other  than  the  Appropriations 
Committee  to  include  an  appropriation 
in  a  legislative  bill  claim  exemption  from 
rule  25  of  the  Senate  because  of  the 
language  in  that  rule  “for  the  support  of 
the  Government.”  According  to  that 
claim,  the  Government,  for  which  ap¬ 
propriations  must  be  handled  exclusively 
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by  the  Appropriations  Committee,  con¬ 
sists  of  the  three  branches  of  the  Gov¬ 
ernment — Executive,  Judicial,  and  Legis¬ 
lative — and  nothing  more.  But  that  in¬ 
terpretation  would  exclude  the  biggest 
appropriation  bill  this  year,  providing 
some  $38  billion  for  defense.  On  the 
other  hand,  if  we  admit  that  the  Armed 
Services  Committees  of  the  House  and 
Senate  could  not  bypass  the  Appropria¬ 
tions  Committees  and  report  appropria¬ 
tion  bills  for  the  Defense  Department, 
we  are  forced  to  admit  that  the  words 
“support  of  the  Government”  mean  any 
duly  authorized  operation  of  the  Gov¬ 
ernment,  and  that  covers  everything  that 
the  Congress  is  authorized  by  the  Con¬ 
stitution  to  do. 

Frankly,  it  was  a  sad  day  for  those  of 
us  who  believe  in  economy  as  well  as  in 
States’  Rights  when  the  Congress 
claimed  that  the  general  welfare  clause 
was  a  general  grant  of  power  instead  of 
a  limitation  upon  the  taxing  power  and 
that  claim  was  upheld  by  the  Supreme 
Court  of  the  United  States,  because,  Mr. 
President,  if  you  place  no  constitutional 
limitation  upon  what  Congress  can  do, 
confusion  arises  concerning  terms  used 
when  the  Government  was  exercising  no 
powers  except  those  granted  by  the  Con¬ 
stitution,  expressly  or  by  necessary  im¬ 
plication.  The  Government  is  now 
engaged  in  a  multiplicity  of  actions 
never  dreamed  of  when  rule  25  was 
originally  adopted.  Clearly,  therefore,  it 
would  be  an  improper  construction  of 
rule  25  to  say  that  it  included  some 
functions  of  the  Government,  and  not 
all  functions. 

Again,  it  has  been  claimed  that  a  legal 
right  to  bypass  the  Appropriations  Com¬ 
mittee  has  been  established  by  prece¬ 
dent.  Under  the  English  common  law, 
and  I  assume  under  the  laws  of  all 
States,  it  is  possible  to  gain  possession 
of  real  estate  by  adverse  possession,  but 
there  is  nothing  in  the  rules  of  the  Sen¬ 
ate  or  in  the  history  of  those  rules  to 
indicate  that  any  rule  of  the  Senate  can 
be  legally  changed  simply  by  frequent 
violations  of  it. 

While  admitting  that  members  of  the 
Senate  Appropriations  Committee  have 
been  very  negligent  through  the  years 
in  the  protection  of  their  exclusive  jur¬ 
isdiction  in  the  handling  of  appropria¬ 
tion  bills,  I  respectfully  submit  that 
when  we  find  just  one  committee  of  the 
Senate  bypassing  the  Appropriations 
Committee  with  appropriations  totaling 
over  $9  billion  in  one  session  of  the  Con¬ 
gress,  when  we  realize  that  over  $28 
billion  or  about  10  percent  of  the  present 
national  debt  was  created  in  that  man¬ 
ner,  and  when  we  are  told  that  we  face 
a  large  deficit  in  this  fiscal  year  and  an 
unprecedented  deficit  in  the  next  fiscal 
year,  it  should  be  apparent  to  all  that 
the  time  has  come  when  Members  of  the 
Senate  must  make  a  definite  decision  on 
how  they  prefer  to  make  appropriations 
and  manage  the  national  debt. 

If  the  Banking  and  Currency  Commit¬ 
tee  can  use  this  procedure  to  finance 
any  new  program  its  members  desire, 
there  is  no .  reason  why  all  the  other 
committees  cannot  do  the  same.  I 
would  not  be  at  all  surprised  if  an  at¬ 
tempt  is  made  in  the  near  future  to  fi¬ 


nance  the  entire  foreign  aid  program 
by  direct  borrowing  from  the  Treasury, 
thus  avoiding  the  risk  of  having  these 
funds  cut  by  the  Appropriations  Com¬ 
mittee.  In  fact,  there  already  is 
precedent  for  such  action.  The  $3.7 
billion  loan  to  England  in  1946  and  the 
$60  million  loan  to  Spain  in  1950  were 
financed  by  direct  borrowing  from  the 
Treasury.  If  the  violation  of  rule  XXV 
is  permitted  to  continue,  an  endless 
number  of  Government  programs  could 
be  financed  in  this  manner. 

I  realize  that  there  may  be  emergency 
situations  ,in  the  future  necessitating  the 
use  of  the  direct  borrowing  procedure. 
In  such  situations,  the  orderly  legisla¬ 
tive  procedure  would  be  to  waive  the 
rule  by  unanimous  consent.  In  this 
manner  the  jurisdiction  of  the  Appro¬ 
priations  Committee  would  be  recog¬ 
nized  and  the  entire  process  would  be 
open  and  aboveboard. 

Mr.  BENNETT.  Mr.  President,  will 
the  Senator  yield? 

Mr.  ROBERTSON.  I  yield. 

Mr.  BENNETT.  Is  it  the  Senator’s 
intention  today  to  ask  for  the  yeas  and 
nays  on  a  motion  to  overrule  an  adverse 
ruling  of  the  Chair? 

Mr.  ROBERTSON.  No.  The  Senator 
from  Virginia  recognizes  we  do  not  have 
a  sufficient  number  of  Senators  present 
on  the  floor,  and  he  feels  that  on  a  mat¬ 
ter  as  important  as  this,  instead  of  sub¬ 
mitting  the  question  to  an  inadequate 
group  for  a  vote  which  might  bind  the 
Senate  absolutely,  it  would  be  preferable 
to  submit  the  matter  to  our  distinguished 
Parliamentarian  and  risk  his  judgment 
on  what  the  decision  should  be. 

Mr.  BENNETT.  The  Senator  from 
Utah,  by  the  way,  is  in  complete  accord 
with  the  position  taken  by  his  colleague 
from  Virginia.  He  respectfully  suggests 
that  in  this  situation  an  adverse  ruling 
from  the  Chair  might  create  a  precedent, 
particularly  if  no  action  is  taken  by  the 
Senate  and  no  attempt  is  made  to  over¬ 
rule  it. 

I  wonder  if  I  might  suggest  to  my  col¬ 
league  that,  having  raised  the  question, 
he  wait  until  there  is  a  full  complement 
of  the  Senate  available  to  discuss  this 
very  serious  situation  and  withdraw  his 
request  for  a  ruling  by  the  Chair. 

Mr.  ROBERTSON.  Mr.  President,  the 
distinguished  Senator  from  Utah  has 
been  very  helpful  to  the  junior  Senator 
from  Virginia  in  the  consideration  of 
this  problem,  in  committee  and  on  the 
floor.  The  Senator  from  Virginia  rec¬ 
ognizes  that  we  do  not  have  a  sufficient 
number  of  Members  of  the  Senate  pres¬ 
ent  on  the  floor  to  register  such  a  vote 
as  we  would  like  to  have  this  afternoon. 
That  is  clear. 

We  do  not  know  what  the  Chair  will 
rule,  based  upon  the  recommendation  of 
the  Parliamentarian.  We  can  only  make 
an  assumption. 

Under  those  circumstances,  consider¬ 
ing  the  magnitude  of  the  question,  since 
the  membership  perhaps  should  have  a 
little  more  notice  of  what  is  involved,  the 
Senator  from  Virginia  is  going  to  yield 
to  the  request  of  his  distinguished  col¬ 
league  from  Utah  and  merely  say  this  is 
an  important  issue.  It  is  presented  now, 
but  at  a  more  propitious  time  it  will  be 


presented  again,  when  we  hope  to  have 
a  vote  of  the  entire  membership.  The 
point  of  order  will  not' be  made. 

Mr.  THYE.  Mr.  President,  will  the 
Senator  from  Virginia  yield? 

Mr.  ROBERTSON.  I  yield. 

Mr.  THYE.  Mr.  President,  the  rea¬ 
son  why  I  asked  to  be  recognized  for  a 
few  minutes,  if  the  Senator  from  Vir¬ 
ginia  will  yield,  is  that  unfortunately  I 
am  committed  to  attend  a  3:30  appoint¬ 
ment.  There  is  a  markup  in  the  Ap¬ 
propriations  Committee.  Both  the  dis¬ 
tinguished  Senator  from  Virginia  and  I 
am  members  of  the  committee. 

Mr.  ROBERTSON.  The  Senator  from 
Virginia  has  to  attend  the  markup,  and 
has  a  special  meeting  at  3  o’clock,  for 
which  he  is  already  20  minutes  late,  but 
he  will  yield. 

Mr.  THYE.  I  appreciate  the  Senator's 
courtesy.  The  Senator  from  Virginia  is 
as  gracious  today  as  always.  I  deeply 
appreciate  his  courtesy. 

Mr.  President,  if  I  may  be  recognized 
for  a  few  minutes,  I  should  like  to  make 
a  statement,  which  relates  to  S.  3651, 
the  bill  presently  before  the  Senate  for 
consideration. 

Mr.  ROBERTSON.  The  Senator  from 
Virginia  yields  for  the' statement. 

Mr.  FULBRIGHT  subsequently  said: 

Mr.  President,  I  ask  unanimous  con¬ 
sent  that  immediately  following  the  re¬ 
marks  of  the  Senator  from  Virginia 
[Mr.  Robertson]  on  the  point  of  order 
which  was  raised,  there  be  printed  in 
the  Record  two  statements  on  the  same 
subject.  I  should  like  to  have  these 
statements  appear  in  the  Record  at  this 
point  in  order  to  present  my  views  with 
regard  to  the  question  raised  in  connec¬ 
tion  with  the  point  of  order. 

There  being  no  objection,  the  state¬ 
ments  were  ordered  to  be  printed  in  the 
Record,  as  follows: 

Statements  by  Senator  Fulbright 

The  Senator  from  Virginia,  Mr.  Robertson 
raised  the  point  of  order  that  section  202 
(a)  of  the  proposed  Small  Business  Invest¬ 
ment  Company  Act  constitutes  an  appropria¬ 
tion  within  the  meaning  of  rule  XXV  of  the 
Standing  Rules  of  the  Senate  and  that,  there¬ 
fore  the  Committee  on  Banking  and  Cur¬ 
rency  does  not  have  jurisdiction  to  report 
such  legislation. 

Section  202  (a)  authorizes  the  Small  Busi¬ 
ness  Administration  to  borrow  up  to  $250 
million  directly  from  the  Treasury  and  the 
Treasury  is  authorized  to  borrow  funds  in 
order  to  make  this  money  available  to  the 
Small  Business  Administration. 

Although  the  Senator  from  Virginia,  in 
his  individual  views  attached  to  the  com¬ 
mittee  report,  cites  the  constitutional  man¬ 
date  of  article  1,  section  9,  that  “No  money 
shall  be  drawn  from  the  Treasury,  but  in 
consequence  of  Appropriations  made  by 
Law.”  I  take  it  he  does  not  argue  that  this 
procedure  is  unconstitutional.  When  it  is 
recalled  that  the  Senate  Appropriations 
Committee  was  first  established  in  1867,  it 
is  readily  seen  that  the  establishment  of, 
or  the  consideration  of  legislation  by,  the 
Senate  Committee  on  Appropriations  has 
nothing  to  do  with  the  constitutional  re¬ 
quirement.  The  constitutional  requirement 
is  that  there  shall  be  an  appropriation  by 
law,  before  money  is  drawn  from  the  Treas¬ 
ury.  It  has  nothing  whatever  to  do  with 
the  internal  parliamentary  procedure  in  the 
Senate  before  a  bill  containing  an  appro¬ 
priation  becomes  law. 
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Money  was  lawfully  drawn  from  the  Treas¬ 
ury  for  more  than  75  years  before  there  was 
a  Committee  on  Appropriations.  And  for 
more  than  90  years  since  the  Committee  on 
Appropriations  was  first  established,  money 
has  lawfully  been  drawn  from  the  Treasury, 
on  the  basis  of  appropriations  handled  by 
the  Committee  on  Claims  or  the  Committee 
on  the  Judiciary,  and  other  committees, 
without  reference  to  the  Senate  Committee 
on  Appropriations. 

The  constitutional  requirement  is  not  rele¬ 
vant  to  the  point  of  order  made  by  the  junior 
Senator  from  Virginia  and  should  be  kept  en¬ 
tirely  out  of  the  discussion. 

Within  the  meaning  of  the  constitutional 
mandate,  this  provision  in  the  bill  does  con¬ 
stitute  an  appropriation.  There  are  many 
precedents  for  such  authorizations  which 
consistently  have  been  held  to  comply  with 
the  constitutional  mandate. 

If  there  were  any  constitutional  question, 
'there  are  many  essential  Government  pro¬ 
grams  that  would  be  vulnerable  because  they 
did  not  originate  in  the  Committee  on  Ap¬ 
propriations.  I  shall  name  some  of  them 
now: 

Private  claims  bills  originating  in  the 
Judiciary  Committee; 

Public  Law  480,  the  Agricultural  Trade  De¬ 
velopment  Assistance  Act  of  1954  and  the 
various  increases  in  the  borrowing  authority 
of  the  Commodity  Credit  Corporation  origi¬ 
nating  in  the  Agriculture  Committee; 

Acts  affecting  the  Tennessee  Valley  Au¬ 
thority  originating  in  the  Public  Works  Com¬ 
mittee; 

The  increases  in  the  authority  of  the  Ex¬ 
port-Import  Bank  and  the  Defense  Produc¬ 
tion  Act  originating  in  the  Committee  on 
Banking  and  Currency; 

The  Civil  Defense  Act  originating  in  the 
Committee  on  Armed  Services. 

This  list  is  by  no  means  complete  but  is 
intended  to  give  some  idea  of  the  implica¬ 
tions  of  the  argument  which  the  Senator 
from  Virginia  makes. 

Thus,  I  think  it  is  clear  that  so  far  as 
the  requirement  of  the  Constitution-  is  con¬ 
cerned,  the  argument  of  the  Senator  from 
Virginia  is  without  merit.  The  language  of 
the  bill  does  meet  the  constitutional  require¬ 
ment  that  “no  money  shall  be  drawn  from 
the  Treasury,  but  in  consequence  of  ap¬ 
propriations  made  by  law.’’ 

ii 

This,  however  .does  not  mean  that  it  is  an 
“appropriation  of  the  revenue  for  the  sup¬ 
port  of  the  Government.”  This  is  the  lan¬ 
guage  of  the  XXV  which  gives  the  Committee 
on  Appropriations  its  basic  jurisdiction.  If 
we  analyze  this  language,  we  find  that  this 
provision  of  the  bill  does  not  meet  the 
istandard.  It  is  not  “for  the  support  of  the 
Government.”  Rather,  the  provision  comes 
within  that  part  of  rule  XXV  assigning 
jurisdiction  to  the  Committee  on  Banking 
and  Currency,  giving  it  authority  to  report 
matters  including  “financial  aid  to  com¬ 
merce  and  industry.”  This  measure  con¬ 
stitutes  financial  aid  to  small  business,  and 
it  is  clearly  within  the  jurisdiction  of  the 
Committee  on  Banking  and  Currency. 

Rule  XXV  follows  the  practice  of  the 
Senate  for  many  years  before  the  adoption 
of  the  current  provisions  of  the  rule,  and 
even  if  the  provisions  of  the  rule  were  not 
so  clear,  they  should  be  interpreted  in  ac¬ 
cordance  with  the  previous  practice. 

Rule  XXV  of  the  Standing  Rules  of  the 
Senate  was  amended  by  the  Legislative  Re¬ 
organization  Act  of  1946,  which  was  approved 
on  August  2,  1946,  and  became  effective  as 
a  rule  of  the  Senate  on  January  2,  1947. 
Before  that  date,  rule  XXV  listed  the  Senate 
committees,  but  did  not  specify  what  the 
jurisdiction  of  each  committee  was.  (Rule 
XVI  then  as  now  provided  that  all  general 
appropriation  bills  should  be  referred  to  the 
Committee  on  Appropriations.) 


At  the  date  of  the  enactment  of  the  Legis¬ 
lative  Reorganization  Act  of  1946,  there  were 
many  programs  under  which  payments  were 
made  by  the  Treasury  to  governmental 
agencies  to  finance  public  lending  programs 
through  public  debt  transactions.  These 
programs  included  advances  to  the  following 
agencies:  Commodity  Credit  Corporation, 
Federal  Farm  Mortgage  Corporation,  Federal 
Public  Housing  Authority,  Home  Owners’ 
Loan  Corporation,  Reconstruction  Finance 
Corporation,  Tennessee  Valley  Authority, 
Export-Import  Bank,  International  Bank  for 
Reconstruction  and  Development. 

Clearly  the  practice  of  financing  govern¬ 
mental  lending  programs  through  public 
debt  transactions  of  the  sort  proposed  in 
section  202  (a)  was  widespread  and  well 
known  at  the  time  the  present  rule  XXV 
was  adopted. 

It  was  also  a  widespread  and  well  known 
practice  at  the  time  of  the  enactment  of  the 
Legislative  Reorganization  Act  of  ^946  to 
handle  private  claims  bills  though  commit¬ 
tees  other  than  the  Committee  on  Appro¬ 
priations.  The  Legislative  Reorganization 
Act  of  1946  specifically  gave  to  the  Senate 
Committee  on  the  Judiciary  jurisdiction 
over  all  measures  relating  to  claims  against 
the  United  States,  including  those  private 
claims  bills. 

The  Senate  report  on  the  Legislative  Re¬ 
organization  Act  of  1946  (S.  Rept.  No.  1400; 
79th  Cong.,  2d  sess.)  does  not  indicate  any 
intention  to  confer  on  the  Committee  on 
Appropriations  any  additional  jurisdiction. 
At  pages  12  through  17  of  that  report  ap¬ 
pears  a  table  showing  the  jurisdiction  of  the 
then  present  and  proposed  committees. 
This  table  sets  forth  the  jurisdiction  of  the 
Committee  on  Appropriations  as  “appropria¬ 
tion  of  the  revenue  for  the  support  of  the 
Government,”  and  gives  the  Committee  on 
Appropriations  as  the  present  committee  and 
the  proposed  committee  having  jurisdiction 
over  this  subject.  There  is  no  indication  in 
the  bill  or  the  report  that  it  was  the  inten¬ 
tion  of  rule  XXV  or  any  other  rule  to  pro¬ 
hibit  this  practice. 

The  adoption  of  Senate  rule  XXV  as  part 
of  the  Legislative  Reorganization  Act  of  1946, 
with  the  understanding  that  it  continued  the 
previous  jurisdictions  of  the  Committee  on 
Appropriations  and  the  Committee  on  Bank¬ 
ing  and  Currency  in  these  respects,  amounted 
to  an  adoption,  or  ratification,  of  the  previous 
interpretation  of  and  practices  under  the 
previous  jurisdictional  arrangements.  This 
is  analogous  to'  the  widely  known  rule  of 
construction  that  reenactment  of  a  statute 
reaffirms  previous  judicial  construction  and 
previous  administrative  interpretations  of 
the  statute. 

If  rule  XXV  were  interpreted  to  give  to 
the  Committee  on  Appropriations  jurisdic¬ 
tion  over  all  legislation^  providing  for  the 
disbursement  of  money,  and  not  just  appro¬ 
priations  for  the  support  of  the  Government, 
this  would  subject  to  a  point  of  order  the 
annual  extensions  of  Public  Law  480,  83d 
Congress,  the  Agricultural  Trade  Develop¬ 
ment  Assistance  Act  of  1954.  Under  this  act 
foreign  currencies  equivalent  to  $1.9  billion 
has  already  been  collected.  Some  of  these 
foreign  currencies  are  available  for  sale  to 
United  States  agencies  for  programs  for 
which  funds  have  been  appropriated.  Most 
of  these  funds  axe,  however,  authorized  to  be 
spent  or  lent  for  purposes  specified  in  Public 
Law  480  without  reference  to  the  Committee 
on  Appropriations. 

If  this  bill  is  subject  to  this  point  of  order, 
so  are  the  almost  annual  increases  in  the 
borrowing  authority  of  the  Commodity 
Credit  Corporation,  originating  in  the  Agri¬ 
culture  Committee.  So  are  all  the  private 
claims  bills,  originating  in  the  Judiciary 
Committee.  So  would  be  the  Civil  Defense 
Act,  originating  in  the  Armed  Services  Com¬ 
mittee. 


The  Senator  from  Virginia  last  year  him¬ 
self  sponsored  the  Financial  Institutions  Act. 
That  act  carried  borrowing  authority,  with¬ 
out  reference  to  appropriations  by  the  Appro¬ 
priations  Committee,  of  not  less  than  $4,750  - 
000,000  for  the  FDIC,  the  Federal  Home  Loan 
Bank  Board,  and  the  Federal  Savings  and 
Loan  Insurance  Corporation. 

The  Senator  from  Virginia,  as  vice  chair¬ 
man  of  the  Joint  Committee  on  Defense 
Production,  has  been  pressing  for  an  exten¬ 
sion  of  the  Defense  Production  Act.  He  re¬ 
cently  wrote  me  urging  committee  action  on 
it,  without  hearings.  That  act  carries  bor¬ 
rowing  authority  of  $2,100,000,000. 

If  this  point  of  order  is  applicable  here, 
it  is  applicable  to  the  Defense  Production 
Act. 

There  is  another  important  aspect  of  this 
question,  having  to  do  with  the  relations 
between  the  Senate  and  the  House  of  Rep¬ 
resentatives. 

It  is  the  practice  that  appropriations  orig¬ 
inate  in  the  other  body.  If  this  bill  carries 
an  appropriation  of  the  type  required  to  be 
referred  to  the  Appropriations  Committee, 
then,  by  the  same  token,  it  must  originate 
in  the  House.  I  don’t  believe  the  Senate 
wants  to  establish  a  precedent  which  will 
require  all  such  legislation  as  I  have  men¬ 
tioned  to  originate  in  the  House. 

Senate  rule  XXV  does  not  by  its  own 
terms  give  juristiction  to  the  Committee  on 
Appropriations  over  appropriations  other 
than  appropriations  for  the  support  of  the 
Government.  Senate  rule  XXV  was  adopted 
by  the  Senate  with  full  knowledge  and  ap¬ 
parent  ratification  of  the  practice  of  using 
public  debt  transactions  to  finance  lending 
programs  and  private  claims  through  com¬ 
mittees  other  than  the  Committee  on  Ap¬ 
propriations.  Financing  lending  programs 
through  borrowings  from  the  Treasury  un¬ 
der  public  debt  transactions,  like  authoriza¬ 
tions  for  disbursement  of  money  under  pri¬ 
vate  claims  bills  and  payments  under  Public 
Law  480,  is  not  within  the  jurisdiction  of 
the  Committee  on  Appropriations  under  rule 
XXV  and  a  bill  containing  such  a  provision 
is  not  subject  to  a  point  of  order. 

ni 

The  authority  conferred  in  section  202 
(a)  to  borrow  money  from  the  Treasury 
through  a  public  debt  transaction  in  order 
to  obtain  the  funds  for  this  small -business 
credit  program  should  be  adopted  as  a  mat¬ 
ter  of  sound  policy. 

Public  debt  transactions  have  ordinarily 
been  used  for  lending  programs  where  it  is 
expected  that  the  amounts  advanced  will  be 
lent  out  on  interest.  In  some  cases  the  ad¬ 
vance  represents  a  capital  contribution,  such 
as  the  contributions  to  the  stock  of  the 
Export-Import  Bank  or  the  subscription  to 
the  International  Bank  for  reconstruction 
and  development.  In  most  cases,  however, 
the  amount  is  expected  to  be  repaid.  The 
total  advances  of  $26.6  billion  to  the  RFC, 
after  deducting  cancellations  of  $12.8  billion 
representing  national  defense,  war  and  re¬ 
conversion  activities  and  similar  items,  and 
transfers  to  liquidating  agencies,  have  ended 
up,  according  to  Assistant  Secretary  of  the 
Treasury  Robbins’  letter  of  May  7,  1957,  with 
a  net  income  of  June  30,  1957,  of  $333  mil¬ 
lion,  after  charging  off  interest  for  the  Treas¬ 
ury  equivalent  to  the  amount  paid  by  the 
Treasury  on  its  borrowings. 

It  makes  better  sense  to  treat  the  financ¬ 
ing  of  a  lending  program  as  a  borrowing  of 
capital  through  a  public  debt  transaction 
rather  than  an  expenditure  of  income 
through  the  ordinary  type  of  appropriation. 

The  enactment  of  a  bill  establishing  a 
program  through  a  public  debt  transaction 
does  not  deprive  the  Committee  on  Apppro- 
priations  of  all  its  authority.  The  Federal 
Flood  Insurance  Act  of  1956  authorized  a 
substantial  program  using  an  open-ended 
public  debt  transaction.  The  legislation 


No.  92- 


8 


9448 


CONGRESSIONAL  RECORD  —  SENATE  June  9 


came  to  naught,  because  appropriations  for 
the  administration  of  the  Act  were  denied  in 
1957. 

The  Committee  on  Appropriations  is  kept 
fully  advised  of  all  activities  carried  on  un¬ 
der  public  debt  transactions,  which  are  set 
forth  clearly  in  the  annual  budget  document. 
(See,  for  example,  pp.  134,  173,  276-277,  and 
338-339  of  the  1959  budget  document.) 
Public  debt  transactions  affect  the  public 
debt  of  the  United  States,  which  is  a  matter 
of  concern  to  the  Committee  on  Finance. 
That  committee  can  exercise  restraint  over 
the  use  of  public  debt  transactions  through 
the  debt  ceiling  legislation. 

There  are  special  reasons  why  this  program 
should  be  financed  as  provided  in  the  bill. 
It  is  a  program  which  will  depend  upon  pri¬ 
vate  people  going  to  the  trouble  and  expense 
of  organizing  development  corporations  and 
investment  companies  and  committing  their 
own  funds  for  a  long  period  of  time.  (The 
program  is  to  provide  long-term  financing 
for  small  business.)  They  can  hardly  be 
expected  to  do  so,  if  the  Federal  commit¬ 
ment  is  dependent  upon  annual  appropria¬ 
tions  which  might  be  cut  off  at  any  time. 

In  his  individual  views  Senator  Robertson 
suggests  that  in  1932  the  Committee  on 
Banking  and  Currency  for  the  first  time  in 
the  history  of  the  United  States  provided 
funds  for  a  program  without  having  the  pro¬ 
gram  reviewed  by  the  Committee  on  Appro¬ 
priations. 

The  specific  procedure  of  financing  a  lend¬ 
ing  program  through- a  public-debt  transac¬ 
tion  was,  as  far  as  I  know,  first  used  in  the 
case  of  the  RFC  in  1932.  However,  1932  was 
not  the  first  time  funds  were  provided  for 
a  substantial  lending  program  without  re¬ 
view  by  the  Committee  on  Appropriations. 

The  Federal  Farm  Loan  Act,  approved 
July  17,  1916,  provided  for  the  establishment 


of  Federal  land  banks.  The  public  was 
allowed  30  days  to  subscribe  to  the  stock 
of  these  banks.  If,  when  this  30-day  period 
had  elapsed,  the  minimum  capital  was  not 
subscribed,  the  statute  provided  as  follows: 

“It  shall  be  the  duty  of  the  Secretary  of 
the  Treasury  to  subscribe  the  balance  thereof 
on  behalf  of  the  United  States  *  *  *  and 
the  Secretary  of  the  Treasury  is  hereby 
authorized  and  directed  to  take  out  shares 
corresponding  to  the  unsubscribed  balance 
as  called,  and  to  pay  for  the  same  out  of  any 
moneys  in  the  Treasury  not  otherwise  appro¬ 
priated.” 

This  bill  was  reported  out  of  the  Senate 
Committee  on  Banking  and  Currency. 

Section  6  of  the  Federal  Railroad  Control 
Act  of  1918,  approved  May  21,  1918,  author¬ 
ized  the  President  to  lend  money  to  carriers 
out  of  the  revolving  fund  created  by  the  act. 
Section  6  of  the  act  provided  in  part  as 
follows: 

“Sec.  6.  That  the  sum  of  $500  million  is 
hereby  appropriated,  out  of  any  moneys  in 
the  Treasury  not  otherwise  appropriated, 
which,  together  with  any  funds  available 
from  any  operating  income  of  said  carriers, 
may  be  used  by  the  President  as  a  revolving 
fund  for  the  purpose  of  paying  the  expenses 
of  Federal  control.” 

This  bill  was  reported  out  of  the  Commit¬ 
tee  on  Interstate  Commerce. 

The  War  Finance  Corporation  Act,  ap¬ 
proved  April  15,  1918,  in  addition  to  author¬ 
izing  the  borrowing  of  several  billions  from 
the  public,  provided  that  the  capital  stock 
of  the  corporation  should  be  subscribed  by 
the  United  States  and  provided  funds  as 
follows: 

“And  there  is  hereby  appropriated,  out  of 
any  money  in  the  Treasury  not  otherwise 
appropriated,  the  sum  of  $500  million,  or  so 
much  thereof  as  may  be  necessary  for  the 
purpose  of  making  payment  upon  such  sub¬ 
scription  when  and  as  called.” 


This  bill  was  reported  out  of  the  Senate 
'’Committee  on  Finance. 

The  Merchant  Marine  Act  of  1920,  approved 
June  5,  1920,  authorized  loans  to  encourage 
construction  of  vessels  by  citizens  of  the 
United  States  in  American  shipyards.  Sec¬ 
tion  11  of  the  act  provided  in  part: 

“Sec.  11.  That  during  a  period  of  5  years 
from  enactment  of  this  act,  the  board  may 
annually  set  aside  out  of  the  revenues  from 
the  sales  and  operations  a  sum  not  exceeding 
$25  million  to  be  known  as  the  construction- 
loan  fund,  to  be  used  in  aid  of  the  construc¬ 
tion  of  vessels.” 

This  bill  was  reported  by  the  Senate  Com¬ 
mittee  on  Commerce. 

Mr.  FULBRIGHT.  I  also  ask  unani¬ 
mous  consent  to  have  printed  in  the 
Record  at  this  point  as  a  part  of  my 
remarks  a  table  designated  as  “Table  4,” 
entitled  ‘‘Receipts,  Expenditures,  and 
Balances,  1957:  Public  Debt  Transac¬ 
tions.”  This  table  is  found  on  pages  500 
and  501  of  a  book  entitled  “Combined 
Statement  of  Receipts,  Expenditures,  and 
Balances  of  the  United  States  Govern¬ 
ment  for  the  Fiscal  Year  Ended  June  30, 
1957.” 

The  table  gives  a  cumulative  listing  of 
the  various  operations  employed  in  pub¬ 
lic  debt  transactions,  showing  the  his¬ 
tory  of  what  the  various  congressional 
committees  have  handled  in  the  past. 
In  the  margin  the  staff  member  has  indi¬ 
cated  the  committee  which  handled  the 
various  subjects. 

There  being  no  objection,  the  table 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 


Table  4. —  Expenditures  handled  under  congressional  authorizations  as  public  debt  transactions  cumulative  to  June  30,  1937 


Expenditures, 

Notes  acquired 

• 

Cancellations  of 

Transfers 

Balance  of 

Senate 

Purpose  of  expenditure  and 

Citation 

advances  bv 

as  a  result  of 

Cash 

securities 

between 

securities 

Committee 

agency 

Treasury  1 

cancellations 

repayments  1 

acquired 

agencies 

acquired 

(see  table  5) 

June  30.  1957 

Advances  in  exchange  for 

bonds  or  notes: 

Commodity  Credit  Cor¬ 
poration. 

15  IT.  S.  C. 

$87,  33S,  000,  000.  00 

$70,  664,  435,  346.  25 

$3, 290,  564, 653.  75 

$13,  383, 000,  000.  00 

713  a-4. ' 

Banking  and 

Export-Import  Bank  of 

Currency. 

Washington: 

Regular  activities... 

12  XT.  S.  C. 

3,  727,  200, 000.  00 

2,  549, 200, 000. 0(1 

1, 178, 000,  000.  00 

63 5d. 

Reorg.  Plan 

*  $42,  000,  000.  00 

Liability  transferred 
from  the  Recon- 

15,  464,  440.  21 

26,  535, 559.  79 

No.  2  of  1954. 

struction  Finance 
■  Corporation. 

Banking  and  Our- 

Federal  Farm  Mortgage 

12  XT.  S.  C. 

988,  800,  000.  00 

988,  800,  000. 00 

rency/Agricul- 

ture. 

Corporation. 

1020C-1. 

Banking  and 

Federal  National  Mort- 

> 

Currency. 

Mortgage  Association: 
'Regular  activites — 

12  XT.  S.  C. 

5,  429,  450,  408.  73 

’  3,  779,  919,  457.  65 

1,649,531,011.08 

1716  et  seq. 

Lialiilitv  transferred 

Reorg.  Plan 

>  91,  768, 172.  45 

91,  768, 172.  45 

from  the  Recon¬ 
struction  Finance 

No.  2  of  1954. 

Bo . 

Corporation, 
llomo  Owners’  Loan 

12  U.  S.  C. 

2,  446,  000,  000. 00 

2,317,827,891.09 

128, 172,  108. 91 

Corporation. 

1403  (c). 

Do . 

Housing  and  Home 
Finance  Administra- 

tor: 

College  housing 

12  XT.  S.  C. 

248,  244, 872.  73 

20, 388, 323.  29 

227, 856,  549.  44 

loans. 

1749  (b). 

Prefabricated  hous- 

12  X).  S.  C. 

36, 170,  296. 71 

27,  785, 816. 89 

8, 384, 480. 82 

ing  loans  program. 

1701  g; 

1701  g-1. 

Public  facility  loans. 

Act,  Aug. 

1,400,000.00 

1,400, 000.00 

11,  1965. 

Urban  renewal 

42  U.  S.  C. 

67,  000,  000. 00 

14, 000, 000. 00 

63,  000, 000. 00 

fund. 

1452  (e). 

Foreign  Relations. 

International  Coopera- 

tion  Administration: 

Mutual  Defense  as- 

22  U.  S.  C. 

1,121,995, 402.12 

4,  868, 362.  48 

1,117,127,039.64 

sistanco  program. 
Assistance  to  Spain. 

1933  (f) 

Act,  Sept. 

60,862,041.71 

6, 361, 871.  72 

55,  500, 109.  99 

6,  1950 

India  emergency 

60  U.  S.  C. 

27,  264, 316. 00 

1,  824, 004. 48 

26, 430, 311. 52 

food  aid. 

App.  2312 

Foreign  investment 

22  U.  S.  C. 

9,  242, 389. 33 

12.  389.  33 

*,<9,230,000.00 

guaranty  fund. 

1933  (F) 

Footnotes  at  end  of  table. 
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Table  4. — Expenditures  handled  under  congressional  authorizations  as  public  debt  transactions  cumulative  to  Jane  30,  1957 — Continued 


Senate 

Committee 


Purpose  of  expenditure  and 
agency 


Citation 


Expenditures, 
advances  by 
Treasury 1 


Notes  acquired 
as  a  result  of 
cancellations 


Cash 

repayments  1 


Cancellations  of 
securities 
acquired 
(see  table  5) 


Transfers 

between 

agencies 


Balance  of 
securities 
acquired 
June  30,  1957 


Banking  and 
Currency. 
Do . 


Agriculture; _ 

Foreign  Relations. 


Agriculture. 


Do. 


Armed  Services... 


Banking  and 
Currency. 


Agriculture- 
Public  Works. 


Foreign  Relations. 


Banking  and 
Currency. 


Do. 


Do. 


Public  Housing  Admin¬ 
istration. 

Reconstruction  Finance 
Corporation. 

Rural  Electrification 
Administration. 

Saint  Lawrence  Seaway 
Development  Corpo¬ 
ration. 

Secretary  of  Agriculture: 

Farmers  Home  Ad¬ 
ministration: 

Loan  programs. 

Farm  housing 
program. 

Farm  tenant 
mortgage  in¬ 
surance  fund. 

Secretary  of  the  Army 
(Natural  fibers  revolv¬ 
ing  fund)  (62  Stat. 
1098). 

Secretary  of  the  Treas¬ 
ury  (Federal  Civil 
Defense  Act  of  1950). 

Small  Business  Admin¬ 
istration:  Liability 
transferred  from  the 
Reconstruction  Fi¬ 
nance  Corporation. 


Tennessee  Valley  Au¬ 
thority. 

United  States  Informa¬ 
tion  Agency:  Informa¬ 
tional  media  guaran¬ 
tee  fund. 

Veterans’  Administra¬ 
tion  (Veterans’  direct 
loan  program). 

Defense  Production  Act 
of  1950,  as  amended: 

Defense  Materials 
Procurement 
Agency. 

Export-Import  Bank 
of  Washington. 

General  Services 
Administration. 

Reconstruction  Fi¬ 
nance  Corpora¬ 
tion. 

Secretary  of  Agri¬ 
culture. 

Secretary  of  the  In¬ 
terior:  (Defense 
Minerals  Explora¬ 
tion  Administra¬ 
tion). 

Secretary  of  the 
Treasury. 

Total  advances 
in  exchange 
for  bonds  or 
ryitos. 

Advances  to  Export-Import 
Bank  of  Washington  for 
payment  of  subscription 
to  capital  stock. 

Subscription  to  preferred 
stock  of  Federal  National 
Mortgage  Association 
(secondary  market  opera¬ 
tions). 

Payment  of  subscription  to 
the  International  Bank  for 
Reconstruction  and  De¬ 
velopment. 

Payment  of  subscription  to 
the  International  Finance 
Corporation. 

Payment  of  subscription  to 
the  International  Mone¬ 
tary  Fund. 

Credit  to  the  United  King¬ 
dom. 


42  U.  S.  O. 

1420 
15  U.  S.  O.  606. 

7  U.  S.  O.  903 

33  U.  S.  O. 

985 


7  U.  S.  C. 
1005;  1032 
42  U.  S.  C. 
1481 

7  U.  S.  C. 
1005c 

5  U.  S.  C. 
234 . 


15  U.  S.  C. 
606;  60 U.  S.  O. 
App.  2061 
Reorg.  Plan 
No.  2  of  1954 


16  U.  S.  C. 

831  n-3. 
22  U.  S.  C. 
1442  (b) 


38  U.  S.  C. 
694  m 


50  U.  S.  O. 
App.  2094 

50  U.  S.  C. 
App.  2094 
50  U.  S.  C. 
App.  2094 
50  U.  S.  C. 
App.  2094 

50  U.  S.  C. 
App.  2094 
50  U.  S.  C. 
App.  2094 


50  U.  S.  C. 
App.  2094 


$2, 708, 817. 701. 61 
26,  613, 539,  956. 71 
2,  424,  300,  000.  00 

48, 300,  000. 00 


1,303,742,000.00 
80, 000,  000. 00 
7, 725, 000. 00 

100, 000, 000. 00 

„  2, 305, 000. 00 


$510,848,903.98 


$2,  661, 996, 329. 43 
13,  615,  743, 333.  78 
416, 198, 021. 05 


$5,  821,  372. 18 
12,  848,  664, 319. 48 


$41, 000, 000. 00 


»,«  $149, 132, 303. 45 


»  40, 367,  816. 15 


1, 132, 160,  857. 97 
38, 744,  248. 59 


2,  518, 950, 882.  93 
48, 300, 000. 00 

211, 948,  958. 18 
41,255,751.41 
7, 725, 000. 00 


56, 772,  500.  00 
3,  745, 000. 00 

733,  484, 399. 00 

\ 

125, 000, 000. 00 

44, 973, 314.  64 
1,018,700,000.00 
'  178,800,000.00 

47,336,000.00 
26, 000, 000. 00 

91, 130, 000. 00 


100,  000, 000. 00 

3, 053,  970. 61 
6, 400,  160. 39 


56,  772,  500. 00 


»  1, 813,  970.  61 
J  13, 550, 160. 39 


1,065,000.00 

7,150,000.00 


*  9, 230,  000.  00 


12,  975, 000. 00 

733, 484, 399.  00 


125, 000, 000. 00 
10, 469, 173. 19 


34, 504, 141.  45 
1, 018, 700, 000. 00 


47,  100, 000. 00 


» *  131, 700, 000.  00 


V 


54, 940, 000. 00 


'131,700,000.00 


47, 336, 000.  00 
26, 000, 000.  00 

167, 890, 000.  00 


137, 116,  290, 659.  29 


551, 216, 720. 13 


98, 658, 466,  497.  40 


16,  281, 606, 935. 14 


12  U.  S.  0. 

635  b 

999,000,000.00 

12  U.  S.  O. 

1718  y 

»  71, 000, 000.  00 

22  U.  S.  O. 

286  e 

635, 000, 000. 00 

22  U.  S.  O. 

282  e 

35, 168, 000. 00 

22  U.  S.  O. 

286  e 

•  950, 000, 000.  00 

Act,  July  15, 
1946. 

3, 750,000,000. 00 

279,  678, 428. 06 


22,727,433,946. 88 

999, 000, 000. 00 

71, 000, 000. 00 

635, 000, 000. 00 

35, 168, 000. 00 
950, 000, 000. 00 
3, 470,321,  571.94 


Grand  total. 


143, 556, 458, 659.  29 


551,  216,  720. 13 


98, 938, 144, 925. 46 


16,  281,  606, 935. 14 


28, 887, 923, 518. 82 


SUMMARY 

Expenditures  made  and  bonds  and  notes  acquired _ _ _ _ _ _ _ _ —  $144, 107, 675, 379. 42 

Cash  repayments. _ _ _  »  98, 938,  144, 925. 46 

Cash  recoveries  against  securities  acquired  through  cancellations  (table  5,  pt.  II) .  “ 11  2, 050, 888, 196. 95 


Net  expenditure  outlay _ 

Footnotes  at  end  of  table. 


$43, 118,  642,  257. 0 
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SUMMARY— continued 

Cancellations  of  securities  acquired  and  recoveries: 

Securities  canceled  (table  5,  pt.  I) - 

Recoveries— cash  (table  5,  pt.  II) - - - - - 

Recoveries — capital  stock  acquired  against  cancellations  and  still  held  (table  5,  pt.  Ill) . . 

Expenditures  for  which  no  recovery  may  be  made . . . - . 

Balance  to  be  accounted  for... . . . . . . . . 

Securities  held: 

Securities  acquired  against  expenditures _ _ _ 

Notes  acquired  against  cancellations. _ _ _ _ _ _ _ _ 

Capital  stock  acquired  against  cancellations . . . . . . 

Total  held _ - _ 


$16, 281,  606, 036. 14 
>ii  2, 050,  888,  196.  95 
»  u  137, 981, 000.  00 


$14, 092, 737, 738. 19 
29, 025,  904,  .518.  82 


28,  793,  272,  635. 89- 
94,  650,  882.  93 
u  137,981,000.  00 


29, 025,  904, 518.  82 


»  Deduct. 

1  Excludes  exchanges  of  notes.  Includes  refundings  that  were  handled  as  public 
debt  transactions. 

2  Transferred  from  the  Reconstruction  Finance  Corporation  pursuant  to  Reor¬ 
ganization  Plan  No.  2  of  1954,  effective,  at  the  close  of  business  June  30, 1954. 

2  Includes  $71,000,000  representing  exchange  of  notes  for  preferred  capital  stock. 

1  Represents  obligation  on  notes  transferred  from  International  Cooperation 
Administration  to  the  United  States  Information  Agency  in  accordance  with  see.  II 
of  the  act  approved  July  18,  1956  (70  Stat.  663). 

5  Includes  $147,318,332.84  transferred  to  the  Export-Import  Bank  of  Washington, 
the  Federal  National  Mortgage  Association,  and  the  Small  Business  Administration 
in  accordance  with  Reorganization  Plan  No.  2  of  1954  (see  footnote  2):  and  $1,813,- 
970.61  transferred  to  the  Secretary  of  the  Treasury  (Federal  Civil  Defense  Act  of 
1950),  pursuant  to  the  act  approved  July  30,  1953  (67  Stat.  230). 

«  Advances  for  these  securities  originally  were  made  by  the  Reconstruction  Finance 
Corporation.  Pursuant  to  the  act  approved  July  30,  1947  (61  Stat.  545,  547J  the 

Mr.  CASE  of  South  Dakota.  Mr.  Presi¬ 
dent,  I  ask  unanimous  consent  to  have 
printed  in  the  Record  at  this  point  as 
a  part  of  my  remarks  a  letter  dated 
June  6,  1958,  from  the  Comptroller  Gen¬ 
eral,  addressed  to  me,  dealing  with  this 
subject.  Accompanying  the  letter  is  a 
table  entitled  “Statement  of  Transac¬ 
tions  Relating  to  Authorizations  To 
Expend  Prom  Public  Debt  Receipts, 
as  of  May  31,  1953.”  I  believe  that 
the  table  refers  to  balances  of  the 
same  fund  to  which  the  Senator  from 
Arkansas  [Mr.  Fttlbright]  referred,  be¬ 
cause  the  letter  refers  to  certain  state¬ 
ments  for  June  30,  1957.  This  table  car¬ 
ries  the  information  forward  to  May  31, 

1958. 

There  being  no  objection,  the  letter 
and  table  were  ordered  to  be  printed  in 
the  Record,  as  follows: 

Comptroller  General 

of  the  United  States, 

Washington,  June  6, 1958. 

Hon.  Francis  Case, 

United  States  Senate. 

Dear  Senator  Case:  Reference  is  made  to 
your  request  of  June  2,  1958,  for  information 
regarding  the  extent  to  which  Government 
agencies  have  been  authorized  to  obtain 
funds  from  the  Secretary  of  the  Treasury  in 
exchange  for  their  notes,  or  other  evidences 
of  indebtedness,  under  transactions  author¬ 
ized  by  Congress  to  be  treated  as  public-debt 
transactions.  It  is  understood  that  your 
interest  arises  as  a  result  of  the  provisions  of 


securities  were  transferred  to  the  U.  S.  Treasury  and  Reconstruction  Finance  Cor¬ 
poration  notes  cancelled  in  like  amount.  (See  table  5.) 

i  Transferred  from  the  Reconstruction  Finance  Corporation  pursuant  to  the  act 
approved  July  30,  1953,  (67  Stat.  230). 

8  Transferred  from  the  Reconstruction  Finance  Corporation  to  the.  Secretary  of  the 
'Treasury  pursuant  to  the  act  approved  July  30,  1953  (67  Stat.  230),  and  Executive 
Order  No.  10489  to  Sept.  26,  1953. 

»  Additional  subscriptions  to  the  International  Monetary  Fund  in  the  amount  of 
$1,800,000,000  were  paid  from  the  stabilization  fund,  which  was  created  pursuant  to 
the  Gold  Reserve  Act  of  1934  as  amended. 

n>  includes  $96,941,785.08  deposited  in  miscellaneous  receipts  of  the  U.  S.  Treasury. 

11  Excludes  $416,198,021.06  repayments  of  loans  shown  in  table  5,  pt.  II,  became 
this  amount  is  Included  in  cash  repayments  above. 

11  Excludes  other  assets  amounting  to  $58,498,624.11  shown  in  table  5,  pt.  III. 


S.  3651,  entitled  “Small  Business  Invest¬ 
ment  Act  of  1958.” 

We  are  enclosing  a  copy  of  Statement  of 
Transactions  Relating  to  Authorizations  To 
Expend  From  Public  Debt  Receipts  as  of  May 
31,  1958,  which  was  prepared  and  issued  by 
the  Treasury  Department.  The  statement 
shows  that  various  Government  corporations 
and  agencies  have  obtained  $21, 611, 645, 673 
in  the  foregoing  manner  from  the  Secretary 
of  the  Treasury  which  was  still  outstanding 
as  of  May  31,  1958.  The  amount  outstand¬ 
ing  does  not  include  balances,  the  repayment 
of  which  has  been  canceled  by  various  acts 
of  Congress.  In  addition,  the  statement 
shows  that  the  corporations  and  agencies  are 
authorized  to  obtain  $25,573,324,414  addi¬ 
tional  from  the  Secretary  of  the  Treasury, 
which  had  not  been  drawn  as  of  May  31, 
1958.  Cumulative  tables  relating  to  expend¬ 
itures  handled  as  public-debt  transactions 
may  be  found  in  section  II,  beginning  at 
page  500,  of  the  Treasury  Department's  Com¬ 
bined  Statement  of  Receipts,  Expenditures, 
and  Balances  of  the  United  States  Govern¬ 
ment  for  the  fiscal  year  ended  June  30,  1957. 

The  General  Accounting  Office  has  for 
many  years  taken  the  position  that  funds  to 
finance  Government  activities  should  be 
made  available  to  the  corporations  and  agen¬ 
cies  resppnsible  for  administering  the  pro¬ 
grams  through  the  normal  appropriation 
processes  rather  than  through  authorizations 
to  finance  through  public-debt  transactions. 
In  a  letter  dated  April  22,  1958,  to  the  chair¬ 
man  of  the  Senate  Committee  on  Banking 
and  Currency,  submitted  at  the  committee’s 
request  for  our  comments  on  a  committee 
print  dated  April  11,  1958,  which,  like  S.  3651, 


proposed  to  create  a  Small  Business  Invest¬ 
ment  Administration  whose  activities  would 
be  financed  with  funds  to  be  obtained  from 
the  Secretary  of  the  Treasury  as  public-debt 
transactions,  we  gave  the  following  reasons 
for  opposing  this  method  of  financing: 

“Authorizations  to  finance  through  public- 
debt  transactions  result  in  moneys  being  ex¬ 
pended  without  the  initial  review  by  the 
Appropriations  Committees  and  are  usually 
stated  in  terms  of  a  continuing  maximum 
amount  of  obligations  to  the  Treasury  which 
can  be  outstanding  at  any  time,  thus  avoid¬ 
ing  the  annual  reviews  by  the  Appropriation 
Committees.  We  believe  that  the  financing 
of  loan  programs  through  public-debt  trans¬ 
actions,  by  combining  program  authority 
with  funding,  tends  to  perpetuate  programs 
that  might  not  otherwise  stand  the  test  of 
continued  congressional  scrutiny.” 

Similar  comments  with  respect  to  other 
bills  Introduced  in  the  85th  Congress  that 
would  authorize  financing  through  public- 
debt  transactions  are  contained  in  reports 
to  the  appropriate  legislative  committees 
expressing  our  views  on  S.  964,  the  proposed 
Area  Redevelopment  Act;  S.  3114,  which 
would  establish  a  corporation  to  be  known  as 
the  Columbia  River  Development  Corpora¬ 
tion;  and  H.  R.  12058,  the  proposed  School 
Construction  Assistance  Act  of  1958. 

We  trust  that  the  Information  furnished 
will  serve  the  purpose  of  your  inquiry. 

Sincerely  yours, 

Joseph  Campbell, 

Comptroller  General  of  the  United 
States. 

[Enclosure.] 
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Accounts 


0) 


Commodity  Credit  Corporation. 
Export-Import  Bank  ol  Wash¬ 
ington: 

Regular _ _ _ 

Transferred  from  RFC  1 * 3 _ 

Federal  Deposit  Insurance  Cor¬ 
poration _ 

Federal  Farm  Mortgage  Corpo¬ 
ration _ _ 

Federal  Home  Loan  Banks _ 

Federal  National  Mortgage  Asso¬ 
ciation: 

Management  and  liquidating 

functions _ 

Secondary  market  operations 
Special  assistance  functions.. 

Preferred  stock _ 

Federal  Savings  and  Loan  In¬ 
surance  Corporation _ 

Housing  and  Home  Finance 
Agency: 

College  housing _ 

Flood  insurance _ 

Public  facility  loans . . 

Urban  renewal  program _ 

International  Cooperation  Ad¬ 
ministration: 

Loan  to  Spain _ 

Mutual  defense  assistance 

program _ 

India  emergency  food  aid.... 
Industrial  media  guaranty.... 
Public  Housing  Administration.. 
Rural  Electrification  Adminis¬ 
tration _ 

St.  Lawrence  Seaway  Develop¬ 
ment  Corporation _ 

Secretary  of  Agriculture: 

Farmers’  Home  Administra¬ 
tion _ 1 _ _ _ 

Farm  tenant-mortgage  in¬ 
surance  loans _ 

.  Farm  housing  loans _ 

Secretary  of  the  Treasury: 

Federal  Civil  Defense _ 

Small  Business  Administration  '. 
United  States  Information 
Agency:  Informational  media 

guarantee _ 

Veterans’  Administration:  Vet¬ 
erans  direct  loan  program _ 

Defense  Production  Act  of  1950, 
as  amended: 

Export-Import  Bank  of 

Washington _ 

General  Services  Adminis¬ 
tration _ ■=- _ 

Secretary  of  Agriculture _ 

Secretary  of  the  Interior _ 

Secretary  of  the  Treasury _ 

Unallocated _ _ 

International  Bank  for  Recon¬ 
struction  and  Development  4_. 
International  Finance  Corpora¬ 
tion _ _ _ 

Total.... _ _ 


Balance  of 
authorizations 
at  beginning 
of  fiscal  year 
1958 

(2) 

Net  additional 
public  debt 
authorizations 
granted  by  Con¬ 
gress  through 
May  31, 1958 

(3) 

Total  advances 
made  from 
July  1,  1957, 
through 
May  31,  1958 

(4) 

Repayments 
made  during 
fiscal  year  1958 
which  affected 
borrowing 
authoriza¬ 
tions 

(5) 

Repayments 
made  during 
fiscal  year  1958 
which  do  not 
affect  borrow¬ 
ing  author¬ 
izations 

(6) 

Net  change 
(cols.  (4) -(5)) 

(7) 

Unused 
authorizations. 
May  31,  1958 
(cols.  (2)+(3)- 

(7) ) 

(8) 

Net  amount 
due  Treasury, 
May  31,  1958 

(0) 

$1, 117,000,000.00 

0 

$3, 087, 000, 000. 00 

$5,372,000,000.00 

0 

$2, 285, 000, 000. 00 

$3, 402, 000, 000. 00 

$11, 098, 000, 000. 00 

2, 822, 000, 000. 00 

$2, 000, 000, 000. 00 

591,  500, 000. 00 

279, 300, 000. 00 

•  0 

-312,200,000.00 

4, 509,  800, 000. 00 

1, 490,  200,  000. 00 

0 

,  o 

0 

0 

$0,  134,  744. 81 

0 

0 

20,400,814.98 

3, 000, 000. 000. 00 

0 

0 

0 

0 

0 

3,000,000,000.00 

0 

500, 000, 000. 00 

-500, 000, 000. 00 

0 

0 

0 

0 

0 

o 

1, 000,  000,  000.  00 

0 

0 

0 

0 

0 

1, 000, 000, 000. 00 

0 

274, 400. 00 

-1, 177,274, 400.00 

70,  700, 000. 00 

1,  247,  700, 000. 00 

0 

1, 177, 000, 000. 00 

0 

539, 188, 477. 42 

1,346,  766, 185.67 

900, 000, 000. 00 

703,444,012.55 

529,  796,  533.  68 

0 

-173,  647,478.  87 

2, 073, 118, 706.  SO 

176,  88l'f  293.  20 

3  575, 374, 282. 87 

2, 050,  000,  000.  00 

128, 126, 143.  92 

2, 482,  796.  34 

0 

-125,  643,  347.  58 

2,  499,  730,  935.  29 

147,  520,  239. 36 

0 

65, 000,  000. 00 

0 

0 

0 

0 

65, 000, 000. 00 

71, 000, 000. 00 

750, 000, 000. 00 

0 

0 

0 

0 

0 

750, 000, 000. 00 

0 

522, 143,  450.  56 

175,  000, 000. 00 

150, 000, 000. 00 

0 

0 

-150, 000, 000. 00 

547, 143, 450.  56 

377, 856, 549. 44 

500, 000,  000.  00 

0  ’ 

0 

0 

0 

0 

500,  000, 000. 00 

0 

98,  600,  000.  00 

0 

11,  700, 000. 00 

0 

0 

-11,700,000.00 

86,  900,  000.  00 

13, 100,  000.  00 

947,  000,  000.  00 

0 

20, 000, 000. 00 

0 

0 

-20, 000, 000. 00 

927, 000, 000. 00 

73,000, 000.00 

1, 637, 958. 29 

0 

1, 052, 652. 07 

0 

3, 397, 864. 69 

-1, 052, 652. 07 

585, 306. 22 

53,154,957.37 

310, 335. 28 

0 

0 

0 

4,  590,  924.  08 

0 

310, 335. 28 

1, 112,  536, 115. 56 

0 

0 

0 

0 

1,211, 375. 83 

0 

0 

24,  218,  935.  69 

199, 071,  521.  50 

0 

0 

0 

0 

0 

199,  071,  521.  50 

1,  459, 000,  000.  00 

0 

96, 000, 000. 00 

92, 000, 000. 00 

0 

-4, 000, 000. 00 

1,  455,  000,  000.  00 

45, 000, 000. 00 

929, 236,  718. 00 

239, 000, 000. 00 

300, 236,  718. 00 

0 

44,  217,  747. 46 

-300, 230, 718. 00 

868, 000, 000. 00 

2, 774, 969, 853. 47 

56,  700, 000. 00 

35, 000, 000. 00 

44,  600, 000. 00 

0 

0 

-44, 600, 000. 00 

47, 100, 000. 00 

92, 900, 000. 00 

0 

209,  500, 000. 00 

209,  500, 000. 00 

0 

3  112,459,470.77 

-209, 500, 000.  00 

0 

308,  989, 487. 51 

12,  275,  000. 00 

10, 000, 000. 00 

12, 100, 000. 00 

17,  465, 000. 00 

0  z' 

5, 365, 000. 00 

27, 640, 000. 00 

2, 360, 000. 00 

400, 000, 000. 00 

0 

0 

0 

4, 196, 249.  75 

0 

400, 000, 000. 00 

37, 059, 501. 66 

248, 935, 000. 00 

0 

0 

170,  000. 00 

0 

170, 000. 00 

249, 105, 000. 00 

895, 000. 00 

0 

0 

0 

0 

7,150,000.00 

0 

0 

0 

15,012,610.  67 

0 

3, 640, 000. 00 

0 

0 

-3, 640, 000. 00 

11,362,610.67 

16, 615, 000. 00 

0 

49, 571, 200.  00 

49, 571, 200. 00 

0 

4  2, 977, 603. 00 

-49, 571, 200. 00 

0 

780, 077, 996. 00 

15, 495, 858. 55 

0 

670, 586. 93 

3, 464, 277. 04 

0 

2, 793, 690. 11 

18, 289, 548. 66 

31, 710, 451. 34 

501, 300, 000. 00 

145,000,000.00 

380,000,000.00 

0  ‘ 

0 

-380,000,000.00 

266,  300,  000.  00 

1,398,700,000.00 

18, 489, 000.  00 

0 

11,297,000.00 

0 

0 

-11,297,000.00 

7, 192, 000. 00 

58, 633, 000.  00 

8,  000,  000.  00 

4,  800, 000. 00 

4,  000, 000.  00 

0 

0 

-4, 000,  000.  00 

8, 800,  000.  00 

30, 000, 000.  00 

89,  710,  000.  00 

0 

6, 425,  000. 00 

7, 805, 000. 00 

0 

1,  380, 000.  00 

91, 090,  000.  00 

166,  510, 000.  00 

172,575,000.00 

-149, 800, 000. 00 

0 

0 

0 

0 

22, 775, 000. 00 

0 

2, 540, 000, 000. 00 

0 

0 

0 

0 

0 

2,540,000,000.00 

635,000,000.00 

0 

0 

0 

0 

0 

0 

0 

35,168,000.00 

19,846,907, 321.39 

4, 055, 796, 800. 00 

5, 881, 563, 313. 47 

7, 552, 183, 607. 06 

186, 335, 980. 39 

1,  670,  620,  293.  59 

25, 573, 324, 414. 98 

21,  611, 645, 673.  00 

1  Transferred  from  Reconstruction  Finance  Corporation  pursuant  to  Reorganiza¬ 

tion  Plan  No.  2  of  1954. 

3  Reductions  of  $180,813.94  and  $2,568,011,41  not  reflected  in  the  June  30,  1957  (final) 

statement,  representing  adjustments  in  authorizations  as  reported  by  the  Federal 


National  Mortgage  Association  for  the  fiscal  years  1956  and  1957  based  on  the  portion 
of  mortgage  portfolio  financed  by  earnings,  working  capital,  and  purchase  discounts. 

3  Includes  $1,020,000.00  return  of  uncommitted  funds. 

4  To  adjust  net  amount  due  Treasury  account  deposits  made  to  miscellaneous 
receipts  No.  3324  pursuant  to  law. 


Mr.  CASE  of  South  Dakota.  I  hope 
later  to  have  the  opportunity  to  make 
some  comment  on  these  tables. 

Mr.  THYE.  I  thank  the  Senator  from 
Virginia  for  yielding. 

Mr.  President,  I  should  like  to  take 
up  the  matter  of  S.  3651,  which  has 
been  referred  to  the  Committee  on 
Banking  and  Currency,  and  which  is  be¬ 
fore  the  Senate  for  our  consideration. 
The  bill,  which  is  certainly  a  very  worthy 
one,  is  designed  to  make  equity  capital 
more  readily  available  to  small  busi¬ 
ness  concerns.  As  I  understand  the  bill, 
the  administration  of  the  program  is  to 
be  carried  out  through  the  existing 
Small  Business  Administration. 


Five  years  ago  I  had  the  privilege  of 
introducing  the  bill  which  established 
the  Small  Business  Administration. 
There  was  a  provision  in  the  bill 
for  establishing  the  Small  Busi¬ 
ness  Administration  as  a  permanent 
agency.  My  question  today,  which  I 
have  been  asking  for  quite  some  time, 
is:  Why  has  not  Congress  enacted  into 
law  my  bill,  or  other  similar  bills  which 
would  make  the  Small  Business  Admin¬ 
istration  a  permanent  agency? 

We  have  a  very  interesting  situation: 
S.  3651  calls  for  certain  programs  to  be 
carried  out  by  the  Small  Business  Admin¬ 
istration,  yet  that  agency  has  less  than  a 
month  of  life  remaining.  Earlier  this 


year,  I  appeared  before  the  committee 
and  strongly  urged  that  action  be  taken 
to  guarantee  the  future  of  the  Small 
Business  Administration.  The  Con¬ 
gress  was  assured  that  proper  action 
would  be  taken.  Since  that  time,  up  to 
the  present  moment,  I  have  received 
no  information  which  would  indicate 
that  there  is  any  particular  plan  under¬ 
way  to  extend  the  life  of  the  Small  Busi¬ 
ness  Administration  or  to  make  it  a 
permanent  agency. 

Four  times  in  the  past  5  years  the 
Senate  has  taken  temporary  action  to 
extend  the  life  of  the  Small  Business 
Administration. 

As  I  have  stated  before,  such  a  pro- 
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cedure  does  not  encourage  banks  to  par¬ 
ticipate  in  a  vast  lending  program.  Lo¬ 
cal  financial  concerns  in  communities 
throughout  our  Nation  cannot  be  ex¬ 
pected  to  participate  in  making  loans 
with  an  agency  whose  continued  exist¬ 
ence  is  constantly  in  doubt. 

Because  of  congressional  delay  last 
year  the  life  of  the  Small  Business  Ad¬ 
ministration  lapsed  for  a  time  after 
midnight,  June  30th.  Once  again  we 
are  faced  with  the  same  situation.  The 
point  I  have  made  earlier  is  still  valid. 
The  working  efficiency  of  the  agency  is 
constantly  placed  in  jeopardy  when  the 
job  security  of  its  competent  personnel 
is  periodically  subject  to  doubt,  when 
experienced  people  do  not  know  what 
the  next  month  will  bring.  Along  this 
line,  the  Small  Business  Administra¬ 
tion  cannot  be  expected  to  carry  out 
effective  programs  of  procurement  as¬ 
sistance  when  the  job-security  of  its 
competent  people  is  periodically  in  ques¬ 
tion  and  when  other  Government  agen¬ 
cies  know  they  are  not  dealing  with  a 
permanent  agency  of  government. 

So  I  say,  Mr.  President,  that  I  believe 
S.  3651  is  a  good  bill.  But  it  cannot 
be  implemented  because  of  the  situa¬ 
tion  existing  with  respect  to  the  SBA. 
In  order  to  be  effective,  the  Small  Busi¬ 
ness  Administration  must  be  a  perma¬ 
nent  agency.  We  must  take  action.  And 
we  must  take  action  now. 

Mr.  President,  in  the  report  of  the 
committee  hearings,  a  copy  of  which  is 
on  the  desk  of  each  Senator.  Senators 
will  find  on  page  361  that  I  submitted 
a  report  to  the  committee  and  asked  the 
committee  to  give  consideration  to  S. 
3643,  the  Small  Business  Capital  Act  of 
1958,  which  I  had  introduced,  which 
would  make  the  Small  Business  Admin¬ 
istration  a  permanent  agency  of  the 
Goverment. 

Mr.  President,  I  again  invite  the  at¬ 
tention  of  members  of  the  Committee  on 
Banking  and  Currency  to  the  fact  that 
we  should  act  with  respect  to  the  ex¬ 
tension  of  the  life  of  the  Small  Business 
Administration  as  covered  in  bills  pres¬ 
ently  before  the  committee.  We  should 
make  the  Small  Business  Administration 
permanent,  rather  than  having  the  per¬ 
manency  of  the  Administration  con¬ 
stantly  in  question  and  having  a  doubt 
as  to  whether  the  life  of  the  Adminis¬ 
tration  will  be  extended  from  1  year  to 
the  next. 

Mr.  FULBRIGHT  rose. 

Mr.  THYE.  I  see  my  distinguished 
friend  from  Arkansas  is  on  his  feet. 

Mr.  FULBRIGHT.  Mr.  President,  will 
the  Senator  yield? 

Mr.  THYE.  The  Senator  from  Ar¬ 
kansas  is  one  of  the  senior  members  of 
the  Committee  on  Banking  and  Cur¬ 
rency.  In  fact,  the  Senator  from  Arkan¬ 
sas  is  the  chairman  of  the  committee. 
I  appeal  to  the  Senator  to  help  obtain 
the  reporting  of  the  bill  relating  to  the 
Small  Business  Administration  from  the 
commitee,  so  that  we  may  consider  the 
matter  on  the  floor. 

Mr.  FULBRIGHT.  Mr.  President,  will 
the  Senator  yield? 

Mr.  THYE.  I  am  delighted  to  yield. 

Mr.  FULBRIGHT.  We  shall  give  that 
matter  consideration  at  the  earliest  pos¬ 


sible  moment.  I  assure  the  Senator  the 
Small  Business  Administration  will  not 
be  permitted  to  lapse,  but  the  life  of  the 
Administration  will  be  extended.  We 
have  had  preliminary  discussions  as  to 
the  matter.  I  think  the  committee  is 
in  agreement  that  the  SBA  will  be  ex¬ 
tended. 

I  regret  that  I  cannot  agree  with  the 
Senator  from  Minnesota  as  to  making 
the  Administration  permanent.  The 
Small  Business  Administration  has 
never  been  made  permanent,  but  it’s  life 
has  been  extended  from  time  to  time.  I 
personally  shall  favor  that  procedure. 

Certainly  the  life  of  the  Administra¬ 
tion  will  be  extended  for  a  reasonable 
time.  Such  a  process  requires  the  com¬ 
mittee  to  review  the  matter  periodically. 
I  assure  the  Senator  he  need  not  be  con¬ 
cerned  about  the  Small  Business  Ad¬ 
ministration  going  out  of  business,  for 
the  life  of  that  agency  will  be  continued. 

Mr.  THYE.  Mr.  President,  it  is  most 
encouraging  to  have  that  statement  from 
the  distinguished  chairman  of  the  com¬ 
mittee,  but  I  frankly  appeal  again  for 
the  making  of  the  Small  Business  Ad¬ 
ministration  a  permanent  agency  of  gov¬ 
ernment,  so  that  the  personnel  may  have 
more  security.  The  Senator  from 
Arkansas  and  I  are  concerned  about  our 
tenure.  The  Senator  and  I  serve  for  a 
period  of  6  years,  when  once  elected  to 
the  Senate,  yet  the  Senator  and  I  do  not 
feel  too  secure  and  comfortable  with  a 
6-year  term.  Certainly  an  employee  of 
the  Small  Business  Administration,  who 
has  security  only  from  1  year  to  the  next, 
is  going  to  look  around  for  another  job 
if  he  can  find  one.  I  would  not  blame 
him  for  doing  so.  Therefore,  the  agency 
is  constantly  in  jeopardy. 

Mr.  FULBRIGHT.  If  the  Senator  will 
yield  further,  I  think  the  Senator  over¬ 
states  the  case.  I  do  not  believe  the 
agency  feels  it  is  constantly  in  jeopardy. 

The  assumption  is  that  the  Admin¬ 
istration  will  be  extended  continuously, 
so  long  as  there  is  a  need  for  it. 

Personally  I  think  the  proposed  legis¬ 
lation,  which  is  presently  under  con¬ 
sideration,  if  it  operates  as  well  as  I  hope 
it  will,  will  gradually  make  the  need  for 
some  of  the  operations  of  the  Small  Busi¬ 
ness  Administration  less  critical,  and 
very  likely  the  Government  may  be  able 
to  work  itself  out  of  this  field.  I  should 
like  to  see  the  Government  out  of  the 
short-term  business  lending  field  even¬ 
tually,  in  which  it  is  involved  due  to  the 
Small  Business  Administration’s  opera¬ 
tions.  If  we  can  make  this  program  suc¬ 
ceed  as  well  as  the  lending  operations  in 
the  field  of  agricultural  credit  are  suc¬ 
ceeding,  perhaps  the  Government  will 
really  be  out  of  the  entire  field  soon. 

Mr.  THYE.  At  the  time  I  introduced 
a  Small  Business  Administration  bill,  I 
envisioned  that  we  would  provide  for  the 
young  businessmen  on  the  main  streets 
of  America  the  same  opportunity  we 
have  afforded  young  farm  families  under 
the  Farm  Home  Administration  Act.  If 
a  young  couple  has  had  a  history  of 
responsibility  and  is  deserving,  and  if  it 
is  considered  that  they  would  be  good 
managers  if  given  an  opportunity,  we 
have  made  it  possible  for  them  to  obtain 
a  loan,  either  to  become  farm  operators 


on  a  rental  basis,  or  even  buy  a  piece  of 
property  for  a  farm  home.  That  pro¬ 
gram  has  assured  the  continuation  of 
individual  ownership  and  individual 
management  in  the  rural  communities 
and  areas  of  America. 

Because  of  the  type  of  society  in  which 
we  live,  the  young  man  is,  of  course, 
confronted  with  the  necessity  for  an 
automobile,  in  oi’der  to  travel  in  a  nor¬ 
mal  course  of  activity  in  society.  Neither 
the  Senator  nor  I  would  be  exactly  happy 
to  have  some  young  man  coming  to  call 
on  his  daughter  if  he  were  to  arrive  on 
a  bicycle,  ,or  if  he  were  coming  on  foot, 
when  all  the  other  young  people  in  the 
community  travel  in  automobiles.  Con¬ 
sequently,  the  youth  of  today  spend  most 
of  their  early  earnings  in  acquiring  an 
automobile,  in  order  to  travel  in  a  nor¬ 
mal  way  in  society.  When  they  assume 
the  responsibility  of  a  family,  and  then 
try  to  go  into  business,  they  find  they 
have  not  the  necessary  capital.  Ybt  they 
may  be  most  deserving. 

The  young  family  man  should  be  as¬ 
sisted  to  get  into  business,  where  he  will 
have  the  responsibility  of  business  man¬ 
agement.  That  is  what  I  envisioned 
when  I  introduced  the  small-business  bill 
originally.  That  is  what  I  still  envision. 

I  still  believe  that  we  are  failing  the 
young  businessmen  of  America  by  not 
aiding  them  to  become  managers  of 
small  businesses. 

If  we  do  not  have  individual  owner¬ 
ship  and  management  of  small  busi¬ 
nesses,  we  shall  lose  something  which 
has  made  the  United  States  a  great  Na¬ 
tion.  It  is  for  that  reason  that  I  have 
held  fast  to  the  idea  that  the  Small 
Business  Administration  has  a  place  in 
our  Nation’s  economy.  I  shall  always 
endeavor  to  promote  this  type  of  legis¬ 
lation,  in  order  to  take  care  of  the  small- 
business  man  in  the  same  way  in  which 
we  take  care  of  young  farm  families 
throughout  rural  America. 

This  program  is  not  embodied  in  Sen¬ 
ate  bill  3651.  While  I  shall  support  the 
pending  bill  I  hope  we  can  perfect  it  and 
extend  the  life  of  the  Small  Business 
Administration,  making  it  a  permanent 
agency.  If  the  proposed  legislation  is 
not  in  the  desired  form,  let  us  amend 
it,  so  as  to  make  the  legislation  broader 
and  more  effective. 

Again  I  appeal  to  the  distinguished 
Senator  from  Arkansas,  who  is  very  in¬ 
fluential  within  this  legislative  Chamber, 
to  use  his  influence  to  have  the  Small- 
Business  Administration  bill  reported 
from  his  committee.  It  would  provide 
for  a  permanent  agency.  If  the  bill  is 
not  what  is  desired,  let  us  amend  it  and 
broaden  it,  so  as  to  do  what  is  necessary 
for  the  young  businessmen  of  America, 
and  to  make  certain  that  they  have  an 
opportunity  to  become  managers  or  own¬ 
ers  of  small  businesses.  If  we  do  that 
for  the  young  business  people  of  Amer¬ 
ica,  we  need  not  worry  about  what  our 
streets  are  going  to  be  like  20  or  30 
years  from  now. 

Mr.  WILLIAMS.  Mr.  President,  I 
should  like  to  have  the  attention  of  the 
chairman  of  the  committee.  The  text  of 
the  bill,  beginning  on  page  50,  line  10,  and 
extending  to  page  52,  through  line  17, 
embraces  a  proposed  amendment  to  the 
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Internal  Revenue  Code.  I  am  wonder¬ 
ing  if  the  committee  did  not  make  a  mis¬ 
take  when  it  placed  this  provision  in  the 
bill,  because,  in  the  first  place,  measures 
of  such  nature  should  be,  considered  by 
the  Senate  Finance  Committee.  Second¬ 
ly,  revenue  measures  should  originate  in 
the  House. 

I  am  wondering  if  the  chairman  of  the 
committee  would  agree  to  strike  this 
language  without  prejudice.  I  am  not 
discussing  thejmerits  of  the  proposal.  I 
have  not  examined  it,  and  neither  has 
the  committee.  I  think  it  would  be  much 
better  to  offer  this  language  in  the  form 
of  an  amendment  to  a  bill  which  is  now 
pending  before  the  Finance  Committee, 
in  connection  with  which  this  subject 
could  be  considered. 

I  also  understand  that  at  this  time  the 
House  Ways  and  Means  Committee  is 
studying  some  similar  legislation  and 
will  bring  forward  a  recommendation.  I 
oppose  adopting  the  precedent  of  amend¬ 
ing  the  Internal  Revenue  Code  in  a  bill 
reported  from  the  Committee  on  Bank¬ 
ing  and  Currency. 

Mr.  FULBRIGHT.  Mr.  President,  this 
provision  is  strictly  incidental  to  the 
main  purpose  of  the  proposed  legislation. 
I  invite  attention  to  the  fact  that  about 
a  year  ago,  on  June  24,  1957,  this  pro¬ 
posal  was  first  called  to  the  attention  of 
the  Committee  on  Finance  in  a  ’etter  ad¬ 
dressed  to  the  chairman.  ,  These  pro¬ 
visions  were  submitted  to  that  committee 
for  its  consideration  at  that  time,  and 
several  times  thereafter. 

I  hold  in  my  hands  a  file,  which  I  be¬ 
lieve  the  Senator  from  Delaware  has  seen, 
containing  considerable  correspondence 
between  the  chairman  of  the  committee 
[Mr.  Byrd]  and  myself,  and  between  Mr. 
Colin  F.  Stam,  chief  of  staff  of  the  com¬ 
mittee,  and  the  chairman  of  the  Finance 
Committee. 

The  Treasury  has  considered  these 
provisions,  and  the  Treasury,  in  fact, 
recommended  the  provisions  and  is 
thoroughly  in  accord  with  them. 

The  fact  that  the  Committee  on  Fi¬ 
nance  did  not  choose  to  consider  these 
provisions  formally  is  not  my  responsi¬ 
bility.  I  have  no  power  to  make  the 
Finance  Committee  do  anything.  I  have 
submitted  to  it  an  opportunity,  over  a 
period  a  year  or  more,  to  take  any  action 
it  chose  to  take  on  the  subject.  I  cer¬ 
tainly  would  not  agree  to  delete  these 
provisions.  I  believe  them  to  be  very 
sensible  and  proper  provisions  in  the 
proposed  legislation.  Of  course,  the 
Senator  is  free  to  move  to  strike  them 
from  the  bill,  if  he  chooses  to  do  so. 
However,  there  is  jurisdiction  in  our 
committee  because  the  subject  is  inci¬ 
dental  to  the  main  purpose  of  the  pro¬ 
posed  legislation,  and  that  main  pur¬ 
pose  is  thoroughly  and  completely 
within  the  jurisdiction  of  the  Commit¬ 
tee  on  Banking  and  Currency. 

Mr.  WILLIAMS.  The  chairman  of 
the  committee  is  correct  to  a  certain 
point  in  that  he  did  submit  to  the  chair¬ 
man  of  the  Committee  on  Finance  about 
a  year  and  a  half  ago  the  recommenda¬ 
tion  for  tax  changes  which  were  studied 
by  the  Committee  on  Finance  at  that 
time,  and  then  the  Committee  on  Fi¬ 
nance  passed  its  recommendations  on 


to  the  chairman  of  the  Committee  on 
Banking  and  Currency. 

I  point  out,  however,  that  the  pro¬ 
vision  incorporated  in  the  pending  bill, 
S.  3651,  embracing  section  308  is  not  the 
language  sent  to  the  Committee  on  Fi¬ 
nance;  nor  does  it  accomplish  the  same 
purpose.  It  may  be  substantially  the 
same,  but  there  is  a  big  difference  in  the 
word  substantially,  and  there  has  been 
no  review  of  the  subject  by  the 
Committee  on  Finance.  The  last  cor¬ 
respondence  which  the  Senator  from 
Arkansas  had  with  the  chairman  of  the 
Committee  on  Finance  was  in  the  form 
of  a  letter  from  the  Chairman  of  that 
committee  under  date  of  April  21,  1958. 
That  is  this  year,  not  last  year.  In  that 
correspondence  the  chairman  of  the 
Committee  on  Finance  enclosed  for  the 
information  of  the  chairman  of  the 
Committee  on  Banking  and  Currency, 
a  copy  of  the  memorandum  dated  April 
18,  1958,  which  had  been  prepared  at 
the  request  of  the  chairman  of  the 
Committee  on  Finance  by  Mr.  Stam,  the 
chief  of  staff. 

Mr.  FULBRIGHT.  Mr.  President,  will 
the  Senator  yield? 

Mr.  WILLIAMS.  In  a  moment  I  shall 
be  glad  to  yield.  I  shall  read  Mr.  Stam’s 
letter.  It  reads  as  follows: 

Congress  of  the  United  States, 

Joint  Committee  on  Internal 

Revenue  Taxation, 
Washington,  April  18,1958. 
Hon.  Harry  P.  Byrd, 

United  States  Senate, 

Washington,  D.  C. 

Dear  Senator  Byrd:  Enclosed  with  this 
letter  are  two  copies  of  a  memorandum  en¬ 
titled  “Explanation  of  Tax  Provisions  of  S. 
2160  and  S.  3191.”  You  will  recall  that  Sen¬ 
ator  Fulbright,  in  letters  to  you  dated  Feb¬ 
ruary  6  and  March  13  and  27,  1958,  requested 
an  explanation  of  the  tax  provisions  of  these 
bills  prior  to  the  hearings  to  be  held  on  these 
bills  by  the  Committee  on  Banking  and 
Currency. 

S.  2160  and  S.  3191  provide  for  the  creation 
of  a  special  class  of  corporations  authorized 
to  make  loans  to  and  to  buy  stock  in  small 
business  concerns  and  to  provide  consulting 
and  advisory  services  to  small  businesses  on  a 
fee  basis.  The  tax  provisions  of  both  bills 
are  substantially  the  same.  In  general,  they 
would  amend  the  Internal  Revenue  Code  of 
1954  to  permit  such  corporations  to  be 
treated  as  regulated  investment  companies. 
However,  the  existing  provisions  of  the  code 
relating  to  the  tax  treatment  of  regulated 
investment  companies  would  be  modified 
substantially  in  the  case  of  the  corporations 
described  in  these  bills.  In  general,  these 
modifications  would  permit  such  corpora¬ 
tions  to  accumulate  substantial  reserves  with 
the  payment  of  little  or  no  corporate  tax. 
Accordingly,  the  tax  provisions  of  both  bills 
do  raise  important  questions  of  tax  policy 
which  the  tax  committees  of  Congress  may 
wish  to  consider.  The  enclosed  memoran¬ 
dum  explains  generally  the  effect  of  these 
tax  provisions. 

In  addition  to  the  considerations  of  tax 
policy  raised  by  the  tax  provisions  of  these 
bills,  I  would  also  like  to  point  out  that  it 
would  be  desirable  to  have  the  tax  provisions 
of  these  bills  studied  further  on  a  technical 
basis.  These  tax  provisions  are  very  complex 
and  our  preliminary  review  indicates  that  a 
number  of  technical  problems  may  arise 
under  them. 

In  my  letter  to  you  of  June  24,  1957,  relat¬ 
ing  to  S.  2160,  I  discussed  the  legislative 
background  of  the  Bank  Holding  Company 
Act  of  1956.  It  was  considered  and  reported 


by  the  Committee  on  Banking  and  Currency. 
In  view  of  the  fact  that  the  legislation  con¬ 
tained  tax  provisions,  the  Committee  on 
Banking  and  Currency  recommended  that 
the  Finance  Committee  of  the  Senate  and  the 
Ways  and  Means  Committee  of  the  House 
consider  the  tax  aspects  of  the  legislation, 
and  this  was  done.  Certain  amendments 
were  worked  out  by  the  staffs  of  the  Joint 
Committee  on  Internal  Revenue  Taxation 
and  the  Treasury  Department  and  the  Com¬ 
mittee  on  Banking  and  Currency  which  were 
approved  by  both  the  Committee  on  Finance 
and  the  Committee  on  Banking  and  Currency 
and  made  a  part  of  the  legislation.  It  might 
be  desirable  to  adopt  a  similar  approach  with 
respect  to  these  bills. 

It  may  also  be  desirable  to  consider 
whether  the  tax  provisions  in  these  bills  are 
such  that  the  legislation  of  which  they  are  a 
part  should  originate  in  the  House  of 
Representatives. 

Sincerely  yours, 

Colin  F.  Stam, 

Chief  of  Staff. 

That  memorandum  is  addressed  to  the 
chairman  of  the  Committee  on  Finance 
under  date  of  April  18,  1958.  It  takes 
precedence  over  any  correspondence  of 
a  year  ago. 

I  also  wish  to  call  particular  attention 
to  the  fact  that  the  chief  of  staff  of  the 
Joint  Committee  on  Internal  Revenue 
Taxation  recommended  that  the  Com¬ 
mittee  on  Finance  study  the  proposal 
further  and  that  it  also  take  into  con¬ 
sideration  the  question  of  whether  the 
proposed  legislation  should  originate  in 
the  House  of  Representatives.  This  was 
passed  on  to  the  chairman  of  the  Com¬ 
mittee  on  Banking  and  Currency,  the 
Senator  from  Arkansas  [Mr.  Ful¬ 
bright],  under  date  of  April  21,  together 
with  the  covering  letter  of  the  chairman 
of  the  Committee  on  Finance.  In  his 
letter  the  chairman  of  the  Committee  on 
Finance  did  not  say  he  was  giving  up 
jurisdiction  in  the  matter  to  the  Com¬ 
mittee  on  Banking  and  Currency. 

I  now  refer  to  rule  XXV  of  the  stand¬ 
ing  rules  of  the  Senate.  I  ask  unani¬ 
mous  consent  to  have  printed  in  the 
Record  at  this  point  that  portion  of  the 
rule  as  it  relates  to  the  jurisdiction  of 
the  Committee  on  Banking  and  Cur¬ 
rency,  which  is  covered  in  paragraph 
(d) ;  also  the  portion  of  the  rule  relating 
to  the  jurisdiction  of  the  Committee  on 
Finance,  as  it  appears  in  paragraph  (h) . 

There  being  no  objection,  the  excerpts 
from  the  rules  were  ordered  to  be 
printed  in  the  Record,  as  follows: 

(d)  Committee  on  Banking  and  Currency, 
to  consist  of  15  Senators,  to  which  commit¬ 
tee  shall  be  referred  all  proposed  legislation, 
messages,  petitions,  memorials,  and  other 
matters  relating  to  the  following  subjects: 

1.  Banking  and  currency  generally. 

2.  Financial  aid  to  commerce  and  In¬ 
dustry,  other  than  matters  relating  to  such 
aid  which  are  specifically  assigned  to  other 
committees  under  this  rule. 

3.  Deposit  insurance. 

4.  Public  and  private  housing. 

5.  Federal  Reserve  System. 

6.  Gold  and  silver,  including  the  coinage 
thereof. 

7.  Issuance  of  notes  and  redemption 
thereof. 

8.  Valuation  and  revaluation  of  the  dollar. 

9.  Control  of  prices  of  commodities,  rents, 
or  services. 

(h)  Committee  on  Finance,  to  consist  of 
15  Senators,  to  which  committee  shall  be 
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referred  all  proposed  legislation,  messages, 
petitions,  memorials,  and  other  matters  re¬ 
lating  to  the  following  subjects: 

1.  Revenue  measures  generally. 

2.  The  bonded  debt  of  the  United  States. 

3.  The  deposit  of  public  moneys. 

4.  Customs,  collection  districts,  and  ports 
of  entry  and  delivery. 

5.  Reciprocal  trade  agreements. 

6.  Transportation  of  dutiable  goods. 

7.  Revenue  measures  relating  to  the  in¬ 
sular  possessions. 

8.  Tariffs  and  import  quotas,  and  matters 
related  thereto. 

9.  National  social  security. 

10.  Veterans’  measures  generally. 

11.  Pensions  of  all  the  wars  of  the  United 
States,  general  and  special. 

12.  Life  insurance  issued  by  the  Govern¬ 
ment  on  account  of  service  in  the  Armed 
Forces. 

13.  Compensation  of  veterans. 

Mr.  WILLIAMS.  Mr.  President,  I  call 
attention  to  the  fact  that,  under  para¬ 
graph  (d)  of  Rule  XXV,  the  Committee 
on  Banking  and  Currency  may  not  deal 
with  any  revenue-producing  measure. 

I  also  call  attention  to  the  new  docu¬ 
ment  which  has  recently  been  distrib¬ 
uted  to  all  Senators,  entitle  “Senate  Pro¬ 
cedure.”  I  call  attention  to  page  541  of 
that  document.  I  read  the  first  two 
paragraphs  on  that  page,  as  follows: 

“All  bills  for  raising  revenue  shall  orig¬ 
inate  in  the  House;  but  the  Senate  may  pro¬ 
pose  or  concur  with  amendments  as  on  other 
bills.” 

The  House  on  various  occasions  has  re¬ 
turned  to  the  Senate  bills  which  the  Senate 
had  passed  which  the  House  held  violated  its 
prerogatives  to  originate  revenue  measures. 

I  next  invite  the  attention  of  the  Sen¬ 
ate  to  the  fact  that  in  this  bill  the  at¬ 
tempt  is  not  made  to  amend  an  ordinary 
House  bill;  nor  even  a  bill  which  deals 
with  a  revenue-raising  provision;  nor  a 
bill  which  had  been  reported  by  the  Com¬ 
mittee  on  Finance;  nor  one  which  had 
been  considered  by  the  Committee  on 
Ways  and  Means  of  the  ,House.  What 
is  attempted  is  an  amendment  of  the 
Revenue  Code  on  a  Senate  bill  which  has 
been  considered  only  by  the  Banking  and 
Currency  Committee.  I  shall  make  the 
point  of  order  that  the  Committee  on 
Banking  and  Currency  has  exceeded  its 
jurisdiction,  and  this  section  of  the  bill 
should  be  stricken. 

Mr.  CASE  of  South  Dakota.  Mr. 
President,  will  the  Senator  yield? 

Mr.  ^  WILLIAM S .  I  shall  yield  in  a 
moment. 

I  point  out,  in  support  of  the  point  of 
order,  what  the  alternative  would  be.  If 
the  point  of  order  is  overruled  and  if  it 
is  held  that  the  Committee  on  Banking 
and  Currency  has  jurisdiction  to  con¬ 
sider  such  proposed  legislation,  then,  by 
the  same  token,  it  would  mean  that  the 
Senate  would  be  ruling  that  the  Senate 
has  the  right  to  originate  revenue  meas¬ 
ures  provided  they  have  been  reported 
by  the  Committee  on  Banking  and  Cur¬ 
rency.  We  have  never  even  recognized 
the  right  of  the  Committee  on  Finance 
to  report  such  measures. 

I  also  call  attention  to  the  fact  that, 
if  the  point  of  order  is  overruled  and  if 
it  is  held  that  the  Committee  on  Banking 
and  Currency  can  report  measures 
amending  the  Revenue  Code,  then  it 
would  open  the  door  for  that  committee 


to  consider  and  report  and  for  the  Sen¬ 
ate  to  consider  any  kind  of  revenue 
measure.  We  would  as  a  consequence 
find  ourselves  not  in  the  midst  of  the 
consideration  of  a  small-business  bill  but 
rather  in  the  midst  of  modifying  or  pass¬ 
ing  major  tax  legislation  which  had  not 
been  considered  either  by  the  Commit¬ 
tee  on  Finance  or  by  the  Ways  and  Means 
Committee.  Under  the  circumstances 
we  have  no  alternative  but  to  strike  the 
provision  from  the  bill. 

Mr.  CASE  of  South  Dakota.  Mr.  Pres¬ 
ident,  will  the  Senator  yield? 

Mr.  WILLIAMS.  I  yield. 

Mr.  CASE  of  South  Dakota.  Mr.  Pres¬ 
ident,  the  distinguished  Senator  from 
Delaware  has  raised  a  very  important 
question.  He  has  raised  two  questions, 
in  fact.  He  has  raised  the  question  of  a 
possible  violation  of  the  rule  of  the  Sen¬ 
ate  with  respect  to  the  jurisdiction  of  the 
Committee  on  Banking  and  Currency  in 
reporting  the  pending  bill.  He  has  also 
raised  the  constitutional  question  as  to 
whether  a  bill  carrying  tax  provisions 
must  originate  in  the  House  of  Repre¬ 
sentatives. 

I  should  like  to  have  the  attention  of 
the  Parliamentarian  while  I  am  speak¬ 
ing  on  this  point.  The  question  first 
came  up  in  1955,  when  the  Committee  on 
Public  Works  was  considering  the  inter¬ 
state  highway  bill. 

At  that  time  I  consulted  the  Parlia¬ 
mentarian  as  to  whether  the  Committee 
on  Public  Works  could  report  a  bill 
which  would  raise  revenue  for  the  pur¬ 
pose  of  defraying  the  cost  of  the  high¬ 
way  program,  particularly  the  standard 
interstate  program.  The  Parliamentar¬ 
ian  called  my  attention  to  a  decision  by 
the  Supreme  Court  in  1915  in  the  so- 
called  Cotton  Futures  Act,  which  held 
that  a  bill  which  had  originated  in  the 
Senate,  but  which  had  a  revenue  item 
added  to  it  in  the  House  of  Representa¬ 
tives. 

The  Supreme  Court  held  that  that  act 
was  not  valid,  because  they  could  not  go 
behind  the  number  on  the  bill.  Even 
though  in  that  instance  the  revenue  fea¬ 
ture  was  added  by  the  House  of  Repre¬ 
sentatives,  the  Supreme  Court  held  that 
the  origin  of  the  bill  was  determined  by 
the  number  it  carried.  That  bill  carried 
a  Senate  number.  So  the  Supreme 
Court  invalidated  the  Cotton  Futures 
Act  because  section  7  of  the  Constitution 
provides  that  all  bills  for  raising  reve¬ 
nue  shall  originate  in  the  House  of  Rep¬ 
resentatives. 

On  the  basis  of  that  Supreme  Court 
ruling,  which  the  Parliamentarian  called 
to  my  attention,  the  Committee  on  Pub- 
lice  Works  decided  that  it  should  not 
risk  the  validity  of  the  highway  bill  by 
reporting  revenue  features.  In  fact,  in 
1956,  when  the  question  of  a  highway 
act  again  was  before  the  Senate,  because 
the  House  had  failed  to  pass  a  highway 
bill  in  1955,  the  Committee  on  Public 
Works  decided  it  would  defer  to  the 
action  of  the  House,  and  wait  until  a . 
bill  could  come  over  from  the  House 
carrying  revenue  features  or  carrying 
a  House  bill  number,  so  that  we  would 
not  run  into  danger.  The  Cpmmittee 
on  Public  Works  did  not  want  to  risk 
invalidating  the  proposed  legislation  by 


placing  a  Senate  number  on  a  bill  which 
included  revenue  features. 

Under  that  decision  of  the  Supreme 
Court,  cited  to  me  by  the  Parliamen¬ 
tarian,  I  cannot  understand  why  mem¬ 
bers  of  the  Committee  on  Banking  and 
Currency  would  want  to  risk  the  fate  of 
this  bill  by  having  it  continue  to  carry 
tax  provisions.  The  Senator  from  Dela¬ 
ware  [Mr.  Williams]  has  already 
pointed  them  out.  For  emphasis,  I  in¬ 
vite  the  committee’s  attention  to  the 
fact  that  section  308  specifically  refers 
to  the  Internal  Revenue  Code  of  1954 
and  then,  in  parenthesis,  reads:  “relat¬ 
ing  to  deduction  of  losses.”  It  amends 
section  165  of  the  Internal  Revenue 
Code  relating  to  the  deduction  of  losses. 

Further,  in  section  308,  subparagraph 
(c),  there  is  an  amendment  of  section 
243  of  the  Internal  Revenue  Code,  “re¬ 
lating  to  dividends  received  by  corpora¬ 
tions.” 

In  other  words,  the  language  of  the 
bill  before  us  very  clearly  changes  the 
Revenue  Code,  by  changing  the  provi¬ 
sions  which  raise  revenue  and  the  pro¬ 
visions  relating  to  deductions.  Cer¬ 
tainly  it  must  be  considered  a  bill  to 
raise  revenue  or  a  bill  to  change  the 
code  relating  to  revenue.  Based  on  the 
opinions  which  the  Parliamentarian 
gave  in  1955  and  1956,  I  do  not  jsee  how 
this  bill,  S.  3651,  could  carry  those  provi¬ 
sions  and  still  be  considered  a  valid  bill. 

I  further  invite  the  attention  of  the 
Chair  and  of  the  members  of  the  com¬ 
mittee  to  the  fact  that  I  believe,  under 
the  precedents  of  the  Senate,  when  a 
constitutional  question  is  involved,  the 
question  must  be  referred  to  the  mem¬ 
bership  of  the  Senate  for  decision.  It 
may  be  that  because  some  Senators  are 
not  here  today  it  would  be  unfortunate 
to  raise  what  is  in  the  nature  of  a  con¬ 
stitutional  question  and  to  call  for  a  vote 
by  the  membership  of  the  Senate  on  it. 
It  seems  to  me  that  the  discreet  thing  to 
do  would  be  for  the  committee  to  decide 
not  to  risk  the  constitutionality  or  the 
validity  of  the  bill,  but  to  withdraw  this 
section,  in  order  that  the  bill  itself  might 
not  be  sacrificed  and  found  to  be  a  nullity 
by  the  Supreme  Court  at  a  later  date. 

The  PRESIDING  OFFICER.  The 
Chair  feels  that  he  has  no  other  alter¬ 
native  than  to  hold  that  the  Senator 
from  South  Dakota  is  correct  in  his 
statement  that  the  Presiding  Officer  of 
the  Senate,  under  the  precedents  of  the 
Senate,  instead  of  ruling  upon  the  ques¬ 
tion  of  constitutionality  is  required  to 
submit  the  question  to  the  Senate. 
Therefore,  the  Chair  cannot  rule  since, 
as  the  Chair  understands  it,  the  Senator 
is  raising  at  least  some  question  of  con¬ 
stitutionality. 

Mr.  WILLIAMS.  Mr.  President,  before 
I  raise  the  question  of  constitutionality, 
my  first  point  of  order  is  that  the  com¬ 
mittee  exceeded  its  jurisdiction.  It  had 
no  authority  at  all  to  report  a  bill  dealing 
with  the  Revenue  Code.  Therefore,  I 
make  the  point  of  order  against  that  sec¬ 
tion  of  the  bill  on  that  basis. 

The  question  is.  Does  the  Senate  Com¬ 
mittee  on  Banking  and  Currency  have 
jurisdiction  to  report  measures  relating 
to  the  Revenue  Code?  If  they  have  such 
jurisdiction,  other  committees  likewise 
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have  the  jurisdiction  to  report  similar 
bills. 

I  confine  my  point  of  order,  first,  to 
that  phase  of  the  question. 

Mr.  FULBRIGHT.  Mr.  President,  be¬ 
fore  I  respond  to  the  point  of  order,  and 
in  order  to  make  the  Record  complete, 
I  ask  unanimous  consent  that  a  letter 
dated  April  29,  1958,  from  me  to  the 
Senator  from  Virginia  be  printed  at  this 
point  in  the  Record.  In  that  letter,  I 
accept  the  idea  of  consultation,  and  I 
suggest  that  we  follow  the  same  proce¬ 
dure  that  was  followed  in  the  Bank 
Holding  Act,  to  which  Mr.  Stam  referred 
in  the  previous  letter. 

There  being  no  objection,  the  letter 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

United  States  Senate, 

Committee  on  Banking  and  Currency, 

April  29, 1958. 

Hon.  Harry  F.  Byrd, 

Chairman,  Committee  on  Finance, 
United  States  Senate,  Washing¬ 
ton,  D.  C. 

Dear  Mr.  Chairman:  Thank  you  for  your 
letter  of  April  21,  1958,  containing  a  very 
thorough  explanation  of  the  tax  provisions 
in  S.  2160  and  S.  3191,  two  bills  now  being 
considered  by  the  Committee  on  Banking  and 
Currency.  As  you  will  recall,  we  have  ex¬ 
changed  correspondence  on  these  and  similar 
bills  several  times  since  June  of  1957. 

The  bills  upon  which  the  committee  is 
now  holding  hearings  are  all  concerned  with 
providing  long-term  credit  and  equity  fi¬ 
nancing  to  small-business  concerns.  At  the 
present  time,  it  would  seem  that  S.  3643,  an 
administration  bill  introduced  by  Senator 
Thye,  and  S.  3651,  introduced  by  Senator 
Johnson,  propose  programs  which  have  the 
best  chance  of  favorable  consideration  by 
the  committee.  Both  of  these  bills  contain 
amendments  to  the  Internal  Revenue  Code 
of  1954,  and  the  amendments  are  identical. 
On  April  24,  1958,  Mr.  Dan  Throop  Smith, 
deputy  to  the  Secretary  of  the  Treasury,  en¬ 
dorsed  the  identical  tax  provisions  of  S.  3643 
and  S.  3651.  It  is  my  feeling,  therefore,  that 
any  bill  reported  by  the  committee  will  em¬ 
body  the  amendments  recommended  by  the 
Treasury  Department.  For  your  further  in¬ 
formation,  I  am  enclosing  a  copy  of  the 
statement  made  by  Mr.  Smith. 

Although  the  tax  features  of  these  bills 
are  incidental  to  the  principal  purposes  of 
the  legislation,  they  are,  nevertheless,  essen¬ 
tial  to  fulfillment  of  these  purposes.  For 
this  reason,  I  believe  it  is  proper  for  this 
incidental  revenue  change  to  originate  in 
the  Senate.  As  suggested  in  the  letters  of 
June  24,  1957,  and  April  18,  1958,  addressed 
to  you  by  Mr.  Colin  F.  Stam,  these  tax  fea¬ 
tures  could  be  considered  in  the  same  man¬ 
ner  as  were  the  tax  features  contained  in 
the  Bank  Holding  Company  Act  of  1956. 

There  is  considerable  interest  in  the  pro¬ 
grams  contemplated  by  S.  3643  and  S.  3651, 
and  it  is  likely  that  the  Committee  on  Bank¬ 
ing  and  Currency  will  act  upon  these  bills 
during  the  first  week  in  May.  ’  I  await  your 
further  suggestion  for  any  cooperative  action 
which  you  believe  necessary.  Your  early 
reply  will  be  appreciated. 

,  Sincerely  yours, 

J.  W.  Fulbright,  Chairman. 

Mr.  FULBRIGHT.  Mr.  President,  I 
have  offered  this  letter  to  show  that  the 
Committee  on  Banking  and  Currency 
did  everything  it  reasonably  could  to  co¬ 
operate  with  the  Committee  on  Finance 
and  to  obtain  their  prior  approval.  The 
fact  that  the  Committee  on  Finance  did 
not  deem  it  proper  to  reply  to  the  letter 
is  beyond  my  control. 


I  ask  unanimous  consent  also  to  have 
printed  at  this  point  in  the  Record  a 
memorandum  concerning  the  attitude  of 
the  Treasury  Department,  and  an  ex¬ 
cerpt  from  the  tstimony  of  Dan  Throop 
Smith,  Deputy  to  the  Secretary  of  the 
Treasury,  in  which  he  endorses  the  prin¬ 
ciple  substantially. 

There  being  no  objection,  the  memo¬ 
randum  was  ordered  to  be  printed  in 
the  Record,  as  follows: 

Tax  Provisions  of  S.  3651 

The  Treasury  Department  has  advised  that 
tax  laws  do  not  now  provide  for  stock  or 
debenture  losses  to  be  treated  as  ordinary 
loss  deductions,  rather  than  as  capital  loss 
deductions,  as  is  proposed  in  S.  3651. 

Such  provisions,  however,  are  consistent 
with  recommendations  the  administration 
has  made-  in  its  small-business  tax  proposals. 
In  specific  legislation,  to  carry  out  the  ad¬ 
ministration’s  proposals  (H.  R.  12084  and 
H.  R.  12085  as  introduced  by  Messrs.  Mills 
and  Reed  on  April  22,  1958),  it  is  provided 
in  section  1  that  loss  realized  on  a  stock 
investment  by  an  original  investor  in  a 
small  business  shall  be  treated  as  an  ordi¬ 
nary  loss  rather  than  as  a  capital  loss. 

The  administration  feels  that  such  favor¬ 
able  tax  treatment  is  in  order  because  of 
the  importance  of  new  and  small  businesses 
in  our  economy. 

In  testimony  before  the  Small  Business 
Subcommittee  on  April  24,  Mr.  Dan  Throop 
Smith,  Deputy  to  the  Secretary  of  the  Treas¬ 
ury,  stated : 

“These  tax  provisions  contained  both  in 
S.  3651  and  in  S.  3643  are  consistent  with 
recommendations  which  the  administration 
has  made  in  connection  with  its  small-busi¬ 
ness  tax  proposals  and  elsewhere.  We  en¬ 
dorse  this  tax  approach.  The  provisions 
should  be  helpful  in  increasing  the  amount 
of  funds  available  to  the  proposed  invest¬ 
ment  companies  and  they  are  consistent  with 
other  tax  recommendations  and  the  general 
corporate  tax  law.”  (Hearings,  p.  170.) 

Mr.  FULBRIGHT.  Mr.  President,  in 
regard  to  the  point  of  order,  it  is  my 
position  and  that  of  the  committee  that 
the  revenue  provision  of  the  bill  is  strict¬ 
ly  of  a  subsidiary  and  incidental  nature 
to  the  main  purpose  of  the  bilL  itself; 
that  this  is  a  very  common  practice; 
and  that  the  point  of  order  is  invalid. 

The  PRESIDING  OFFICER.  The 
Chair  has  been  informed  by  the  Par¬ 
liamentarian  that  in  the  case  of  Millard 
v.  Roberts  (202  U.  S.  429)  decided  in 
1906,  the  Supreme  Court  of  the  United 
States  made  a  decision  which  has  a 
bearing  on  the  present  situation. 

In  that  case,  a  bill  which  had  orig¬ 
inated  in  the  Senate  provided  for  the 
construction  of  a  Union  Station  in  the 
District  of  Columbia,  and  contained  a 
small  incidental  tax  provision.  The  con¬ 
stitutionality  of  the  bill  was  attacked  on 
the  ground  that  revenue  bills  must 
originate  in  the  House. 

The  Court,  after  citing  the  case  of 
Twin  City  Bank  v.  Nebeker  (167  U. 
S.  203),  which  quoted  Mr.  Justice  Story 
as  holding  that  “revenue  bills  are  those 
that  levy  taxes  in  the  strict  sense  of  the 
word,  and  are  not  bills  for  other  pur¬ 
poses,  which  may  incidentally  create  rev¬ 
enue,”  said,  “There  was  no  purpose,  by 
the  act  or  any  of  its  provisions,  to  raise 
revenue  to  be  applied  in  meeting  the  ex¬ 
penses  or  obligations  of  the  Govern¬ 
ment.” 


That  situation  applies  to  the  bill  in 
question.  The  Committee  on  Banking 
and  Currency  has  jurisdiction  over  the 
pending  bill  and  may  report  some  pro¬ 
visions  incidental  to  carrying  out  the 
main  purposes  of  the  bill. 

There  are  numerous  precedents  for 
the  establishment  of  the  Small  Business 
Administration  and  the  method  of  its 
financing,  against  which  no  point  of  or¬ 
der  was  made  when  bills  establishing 
those  corporations  or  administrations 
similar  in  their  financing  were  under 
consideration  in  the  Senate. 

This  is  the  opinion  of  the  Parliamen¬ 
tarian  as  given  to  the  Chair.  The  Chair 
makes  it  his  own  opinion  and,  there¬ 
fore,  the  Chair  overrules  the  point  of 
order. 

Mr.  WILLIAMS.  I  now  make  the 
point  of  order  on  the  ground  that  it  is 
not  constitutional  for  the  Senate  to 
originate  revenue  measures.  Certainly 
this  point  of  order  should  be  sustained. 
I  suggest  the  absence  of  a  quorum. 

The  clerk  proceeded  to  call  the  roll. 

Mr.  MORSE.  Mr,  President,  a  par¬ 
liamentary  inquiry. 

The  PRESIDING  OFFICER.  The  Sen¬ 
ator  from  Oregon  will  state  it. 

Mr.  MORSE.  Is  a  motion  to  recess  in 
order? 

The  PRESIDING  OFFICER.  The  Par¬ 
liamentarian  informs  the  Chair  that  a 
motion  to  recess  is  not  in  order.  A  mo¬ 
tion  to  adjourn  is  in  order. 

The  Secretary  will  proceed  with  the 
call  of  the  roll. 

The  legislative  clerk  resumed  and  con¬ 
cluded  the  call  of  the  roll,  and  the  fol¬ 
lowing  Senators  answered  to  their 
names : 


Aiken 

Fulbright 

McNamara 

Allott 

Goldwater 

Monroney 

Anderson 

Gore 

Morse 

Barrett 

Green 

Mundt 

Beall 

Hayden 

Murray 

Bennett 

Hennings 

Neuberger 

Bible 

Hickenlooper 

Pastore 

Bricker 

Hill 

Payne 

Butler 

Hruska 

Potter 

Byrd 

Humphrey 

Proxmire 

Capehart 

Ives 

Revercomb 

Carlson 

Jackson 

Robertson 

Carroll 

Javits 

Russell 

Case,  N.  J. 

Jenner 

Saltonstall 

Case,  S.  Dak. 

Johnson,  Tex. 

Schoeppel 

Chavez 

Jordan 

Smathers 

Church 

Kefauver 

Smith,  Maine 

Clark 

Kennedy 

Smith,  N.  J. 

Cotton 

Knowland 

Sparkman 

Curtis 

Kuchel 

Stennis 

Dirksen 

Langer 

Symington 

Douglas 

Lausche 

Talmadge 

Dworshak 

Long 

Thurmond 

Eastland 

Magnuson 

Thye 

Ellender 

Malone 

Watkins 

Ervin 

Mansfield 

Wiley 

Flanders 

Martin,  Pa. 

Williams 

Frear 

McClellan 

Young 

Mr.  MANSFIELD.  I  announce  that 
the  Senator  from  Florida  [Mr.  Hol¬ 
land],  the  Senator  from  South  Carolina 
[Mr.  Johnston],  the  Senator  from  Okla¬ 
homa  [Mr.  KerrI,  the  Senator  from 
Wyoming  [Mr.  O’Mahoney],  and  the 
Senator  from  Texas  [Mr.  Yarborough! 
are  absent  on  official  business. 

Mr.  DIRKSEN.  I  announce  that  the 
Senator  from  New  Hampshire  [Mr. 
Bridges],  the  Senators  from  Connecticut 
[Mr.  Bush  and  Mr.  Purtell],  and  the 
Senator  from  West  Virginia  [Mr.  Hob- 
litzell]  are  necessarily  absent. 
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The  Senators  from  Kentucky  [Mr. 
Cooper  and  Mr.  Morton]  are  absent  on 
official  business. 

The  PRESIDING  OFFICER.  A  quo¬ 
rum  is  present.  The  Senator  from  Dela¬ 
ware  has  raised  a  point  of  order  that  the 
bill  is  not  constitutional  in  its  tax  pro¬ 
vision  at  page  50. 

Mr.  CHAVEZ.  Mr.  President,  may  we 
have  order? 

The  PRESIDING  OFFICER.  The 
Senate  will  be  in  order.  The  Senator 
from  Delaware  has  raised  a  point  of  or¬ 
der.  Does  the  Senator  from  Delaware 
wish  to  make  an  observation? 

Mr.  WILLIAMS.  I  understand  the 
Committee  on  Banking  and  Currency  has 
dceided  that  it  will  withdraw  the  dis¬ 
puted  section  of  the  bill,  and  strike  it 
out.  With  that  understanding  I  with¬ 
draw  my  point  of  order. 

Mr.  CAPEHART.  Mr.  President,  will 
the  Senator  yield? 

Mr.  WILLIAMS.  I  yield. 

Mr.  CAPEHART.  As  I  understand, 
the  Senator  from  Delaware  is  withdraw¬ 
ing  his  point  of  order,  with  the  under¬ 
standing  that  the  complete  section  will 
be  taken  out. 

Mr.  WILLIAMS.  That  is  correct. 

Mr.  CAPEHART.  That  it  will  be 
taken  out  of  the  bill.  I  understand  that 
an  effort  will  be  made  to  attach  that 
section  of  the  bill  to  a  tax  bill  which  is 
now  before  the  Committee  on  Finance. 
I  believe  the  chairman  of  the  Committee 
on  Finance  has  agreed  to  give  considera¬ 
tion  to  it. 

Mr.  BYRD.  At  the  first  appropriate 
meeting  of  the  Committee  on  Finance  we 
will  give  consideration  to  such  an 
amendment. 

Mr.  WILLIAMS.  Mr.  President,  I 
withdraw  the  point  of  order. 

Mr.  FULBRIGHT.  Mr.  President,  I 
ask  unanimous  consent  to  have  printed 
at  this  point  in  the  Record  a  paragraph 
from  the  Constitution  of  the  United 
States,  annotated,  page  102,  “The  Legis¬ 
lative  Process,”  and  excerpts  from  cases 
cited  in  that  paragraph. 

There  being  no  objection,  the  material 
was  ordered  to  be-printed  in  the  Record, 
as  follows : 

Excerpt  Prom  Annotation  to  Article  I,  Sec¬ 
tion  7,  Clause  1  of  the  Constitution  of 

the  United  States  of  America 

THE  LEGISLATIVE  PROCESS 

Revenue  bills 

Only  bills  to  levy  taxes  in  the  strict  sense 
of  the  word  are  comprehended  by  the  phrase 
“all  bills  for  raising  revenue”;  bills  for  other 
purposes,  which  incidentally  create  revenue, 
are  not  included.1  An  act  providing  a  na¬ 
tional  currency  secured  by  a  pledge  of  bonds 
of  the  United  States,  which,  “in  the  further¬ 
ance  of  that  object,  and  also  to  meet  the 
expenses  attending  the  execution  of  the  act,” 
imposed  a  tax  on  the  circulating  notes  of 
national  banks  was  held  not  to  be  a  reve¬ 
nue  measure  which  must  originate  in  the 
House  of  Representatives.2  Neither  was  a  bill 
which  provided  that  the  District  of  Columbia 
should  raise  by  taxation  and  pay  to  desig¬ 
nated  railroad  companies  a  specified  sum  for 
the  elimination  of  grade  crossings  and  the 
construction  of  a  union  railway  station.3  The 


1 1  Story,  Constitution,  sec.  880. 

3  Twin  City  National  Bank  v.  Nebeker  (167 
U.  S. 196  (1897) ). 

3  Millard  v.  Roberts  (202  U.  S.  429  (1906)). 


substitution  of  a  corporation  tax  for  an  in¬ 
heritance  tax,4  and  the  addition  of  a  section 
imposing  an  excise  tax  upon  the  use  of  for¬ 
eign  built  pleasure  yachts,6  have  been  held  to 
be  within  the  Senate’s  constitutional  power 
to  propose  amendments. 


Excerpt  From  the  Opinion  of  the  Court 
in  the  Case  of  Twin  City  Bank  v.  Nebeker 
((1897)  167  U.  S.  196,  202-3). 

The  case  is  not  one  that  requires  either  an 
extended  examination  of  precedents,  or  a  full 
discussion  as  to  the  meaning  of  the  words 
in  the  Constitution,  “bills  for  raising  reve¬ 
nue.”  What  bills  belong  to  that  class  is  a 
question  of  such  magnitude  and  importance 
that  it  is  the  part  of  wisdom  not  to  attempt, 
by  any  general  statement,  to  cover  every 
possible  phase  of  the  subject.  It  is  sufficient 
in  the  present  case  to  say  that  an  act  of 
Congress  providing  a  national  currency  se¬ 
cured  by  a  pledge  of  bonds  of  the  United 
States,  and  which,  in  the  furtherance  of  that 
object,  and  also  to  meet  the  expenses  at¬ 
tending  the  execution  of  the  act,  imposed  a 
tax  on  the  notes  in  circulation  of  the  bank¬ 
ing  associations  organized  under  the  statute, 
is  clearly  not  a  revenue  bill  which  the  Con¬ 
stitution  declares  must  originate  in  the 
House  of  Representatives.  Mr.  Justice  Story 
has  well  said  that  the  practical  construc¬ 
tion  of  the  Constitution  and  the  history  of 
the  origin  of  the  constitutional  provision 
in  question  proves  that  revenue  bills  are  those 
that  levy  taxes  in  the  strict  sense  of  the 
word,  and  are  not  bills  for  other  purposes 
which  may  incidentally  create  revenue.  (1 
Story  on  Const,  sec.  880) .  The  main  pur¬ 
pose  that  Congress  had  in  view  was  to  pro¬ 
vide  a  national  currency  based  upon  United 
States  bonds,  and  to  that  end  it  was  deemed 
wise  to  impose  the  tax  in  question.  The  tax 
was  a  means  for  effectually  accomplishing 
the  great  object  of  giving  to  the  people  a 
currency  that  would  rest,  primarily,  upon  the 
honor  of  the  United  States,  and  be  available 
in  every  part  of  the  country.  There  was  no 
purpose  by  the  act  or  by  any  of  its  pro¬ 
visions  to  raise  revenue  to  be  applied  in 
meeting  the  expenses  or  obligations  of  the 
Government. 

Excerpt  Prom  the  Opinion  of  the  Court, 
in  the  Case  of  Millard  v.  Roberts  (1906) 
202  U.  S.  429,  436-7 

The  first  contention  of  appellant  is  that 
the  acts  of  Congress  are  revenue  tneasures, 
and  therefore  should  have  originated  in  the 
House  of  Representatives  and  not  in  the  Sen¬ 
ate,  and  to  sustain  the  contention  appel¬ 
lant  submits  an  elaborate  argument.  In 
answer  to  the  contention  the  case  of  Twin 
City  Bank  v.  Nebeker  (167  U.  S.  196),  need 
only  be  cited.  It  was  observed  there  that  it 
was  a  part  of  wisdom  not  to  attempt  to 
cover  by  a  general  statement  what  bills 
shall  be  said  to  be  “bills  for  raising  rev¬ 
enue”  within  the  meaning  of  those  words  in 
the  Constitution,  but  it  was  said,  quoting 
Mr.  Justice  Story,  “that  the  practical  con¬ 
struction  of  the  Constitution  and  the  his¬ 
tory  of  the  origin  of  the  constitutional  pro¬ 
vision  in  question  proves  that  revenue  bills 
are  those  that  levy  taxes  in  the  strict  sense 
of  the  word,  and  are  not  bills  for  other  pur¬ 
poses,  which  may  incidentally  create  rev¬ 
enue.”  (1  Story  on  Const,  sec.  880.) 
And  the  act  of  Congress  which  was  there 
passed  on  illustrates  the  meaning  of  the  lan¬ 
guage  used.  The  act  involved  was  one  pro¬ 
viding  a  national  currency,  and  imposed  a 
tax  upon  the  average  amount  of  the  notes 
of  a  national  banking  association  in  circu¬ 
lation.  The  provision  was  assailed  for  un¬ 
constitutionality  because  it  originated  in 


*  Flint  v.  Stone  Tracy  Co.  (220  V.  S.  107, 
143  (1911)  ). 

5  Rainey  v.  United  States  (232  U.  S.  310 
(1914)). 


the  Senate.  The  provision  was  sustained, 
this  court  saying: 

“The  tax  was  a  means  for  effectually  ac¬ 
complishing  the  great  object  of  giving  to  the 
people  a  currency  that  would  rest,  primar¬ 
ily,  upon  the  honor  of  the  United  States 
and  be  available  in  every  part  of  the  coun¬ 
try.  There  was  no  purpose,  by  the  act  or  by 
any  of  its  provisions,  to  raise  revenue  to  be 
applied  in  meeting  the  expenses  or  obliga¬ 
tions  of  the  Government.” 

This  language  is  applicable  to  the  acts  of 
Congress  in  the  case  at  bar.  Whatever  taxes 
are  imposed  are  but  means  to  the  purposes 
provided  by  the  act. 

Mr.  FULBRIGHT.  Mr.  President,  I  re¬ 
gret  that  this  action  had  to  be  taken. 
I  do  not  see  how  the  Committee  on  Fi¬ 
nance  can  consider  the  tax  provision 
relating  to  the  investment  companies  be¬ 
fore  the  bill  itself  has  become  law. 

I  think  what  is  suggested  is  the  only 
practical  way  to  proceed,  and  I  recom¬ 
mend  it  to  the  author  of  the  bill  and  to 
the  other  body:  that  in  the  House  itself 
this  provision  be  reinstated. 

The  only  answer  I  can  see  is  that  the 
House  itself  be  requested  to  insert  the 
provision  in  the  bill  when  it  gets  to  the 
House,  so  as  to  take  care  of  the  constitu¬ 
tional  question. 

I  myself  think  the  Parliamentarian  was 
quite  right  in  his  ruling  that  this  pro¬ 
vision  is  perfectly  proper  in  the  bill.  I 
do  not  wish  for  a  moment  to  accept  the 
proposition  that  this  is  a  revenue  pro¬ 
vision  within  the  meaning  of  the  Consti¬ 
tution.  It  is  strictly  incidental  to  a  bill 
which  the  Senate  can  originate. 

The  present  action  is  taken,  from  my 
point  of  view,  not  because  of  any  defect 
in  the  bill  or  any  disagreement  with  the 
views  of  the  Parliamentarian;  it  is  done 
strictly  because  of  expediency,  in  the 
interest  of  trying  to  get  action  on  the 
proposed  legislation  at  the  moment. 

The  PRESIDING  OFFICER.  The 
Chair  informs  the  Senator  from  Arkansas 
that  if  the  House  should  reinsert  this 
provision  in  an  identical  bill,  that  would 
not  resolve  the  constitutional  problem. 

Mr.  FULBRIGHT.  The  House  could 
take  the  Senate  bill  and  include  the  pro¬ 
vision,  or  the  House  could  originate  the 
bill.  A  bill  comparable  to  this  is  already 
before  the  House.  It  is  a  House  bill.  But 
what  I  meant  was  that  the  provision 
would  originate  in  the  House. 

However,  I  do  not  think  the  provision 
is  in  violation  of  the  Constitution  as  it 
appears  in  the  bill  now  before  the  Senate. 
I  do  not  admit  that  it  is.  It  is  for  en¬ 
tirely  different  reasons  that  I  do  not 
object  at  this  time  to  the  withdrawal 
of  this  provision  from  the  bill. 

Mr.  CLARK.  Mr.  President,  will  the 
Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  CLARK.  I  associate  myself  with 
the  remarks  of  the  Senator  from  Ar¬ 
kansas,  with  whom  I  am  in  complete 
agreement. 

The  PRESIDING  OFFICER.  Will  the 
Senator  from  Arkansas  inform  the  Chair 
how  much  of  the  language  he  wishes  to 
have  stricken? 

Mr.  FULBRIGHT.  All  the  provisions 
relating  to  taxes. 

Mr.  CAPEHART.  Mr.  President,  a 
parliamentary  inquiry. 
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The  PRESIDING  OFFICER.  The 
Senator  from  Indiana  will  state  it. 

Mr.  CAPEHART.  Has  the  motion 
been  made  to  strike  section  308? 

The  PRESIDING  OFFICER.  That 
matter  is  under  consideration  at  the 
present  time. 

Mr.  CAPEHART.  I  move  that  section 
308  be  stricken. 

Mr.  MORSE.  Mr.  President,  a  point 
of  order.  The  Senator  from  Indiana 
does  not  have  the  floor. 

Mr.  FULBRIGHT.  All  the  tax  provi¬ 
sions  which  are  involved  in  this  matter 
are  included  in  section  308,  beginning 
at  page  50,  and  continuing  to  section 
309.  That  is  the  part  which,  as  the  man¬ 
ager  of  the  bill,  I  ask  to  have  stricken. 

Mr.  CLARK.  And  that  the  subse¬ 
quent  sections  be  renumbered. 

Mr.  FULBRIGHT.  Yes. 

Mr.  MORSE.  Mr.  President,  will  the 
Senator  yield? 

Mr.  FULBRIGHT.  I  yield. 

Mr.  MORSE.  I  wish  to  ask  the  Sen¬ 
ator  from  Arkansas  two  or  three  ques¬ 
tions.  I  think  we  should  make  a  very 
clear  record  of  this  matter,  so  that  it 
cannot  be  used  as  a  precedent  in  the 
future.  Sooner  or  later  we  shall  have 
to  face  up  to  a  test  of  these  constitu¬ 
tional  questions. 

My  first  question  is,  from  what  com¬ 
mittee  does  the  bill  come? 

Mr.  FULBRIGHT.  The  bill  comes 
from  the  Committee  on  Banking  and 
Currency. 

Mr.  MORSE.  Do  I  correctly  under¬ 
stand  that  it  is  proposed  to  transfer  this 
particular  section  to  the  Committee  on 
Finance? 

Mr.  FULBRIGHT.  It'  has  been  sug¬ 
gested  that  this  section  be  considered  by 
the  Committee  on  Finance.  Two  ques¬ 
tions  were  raised.  The  first  question  was 
as  to  the  jurisdiction  of  the  committee: 
whether  under  the  rules  of  the  Senate 
the  provision  should  have  come  from  the 
Committee  on  Finance.  That  point  of 
order  was  overruled  by  the  Chair.  The 
Committee  on  Banking  and  Currency 
has  jurisdiction  to  consider  the  matter. 

A  further  question  was  raised  as  to 
the  constitutionality  of  the  provision: 
whether  under  the  Constitution  such  a 
provision  must  originate  in  the  House. 
It  is  my  view,  and  also,  I  think,  the  view 
of  the  Parliamentarian,  based  on  the 
precedents  I  have  before  me,  that  this 
tax  feature  is  strictly  incidental  to  the 
main  purpose  of  the  bill,  which  is  clearly 
within  the  jurisdiction  of  the  Senate  and 
of  the  Committee  on  Banking  and 
Currency. 

This  is  not  a  revenue-raising  bill  with¬ 
in  the  meaning  of  the  language  of  the 
Constitution.  I  have  before  me  2  cases 
in  the  Supreme  Court:  One,  Millard 
against  Roberts;  the  other,  Twin  City 
Bank  against  Nebeker,  and  also  a  digest 
of  the  problem.  -  All  of  the  cases,  I  think, 
clearly  support  the  view  that  the  tax  pro¬ 
vision  is  incidental  to  the  principal  pur¬ 
pose  of  the  bill,  which  is  the  creation  of 
the  credit  institutions. 

But  I  go  further.  I  have  been  in¬ 
formed  that  if  the  Senate  passes  the  bill 
with  this  provision  in  it,  it  is  likely  that 
the  Speaker  of  the  House  of  Representa¬ 
tives  will  refuse  to  accept  the  bill.  That 


is  not  a  constitutional  matter;  it  is  not 
a  legal  matter.  That  is  a  power,  I  pre¬ 
sume,  which  the  Speaker  of  the  House 
possesses  as  the  Speaker  of  the  House. 
I  have  no  comment  on  that.  I  have  no 
way  to  override  him.  .  Even  though  the 
precedents  are  in  our  favor,  of  what 
avail  will  it  be  to  do  a  completely  futile 
thing? 

So  I  have  said  I  will  agree  to  the  mo¬ 
tion  to  strike,  or  that  I  will  take  out  that 
provision,  and  will  rely  on  the  House  to 
reinsert  the  provision  in  the  House. 
That  is  the  situation,  as  I  understand  it. 

Mr.  MORSE.  Undoubtedly  the  debate 
of  this  afternoon  will  be  referred  to 
many  times  in  the  years  ahead.  There¬ 
fore,  for  the  purpose  of  the  legislative 
record,  I  wish  to  review  the  matter  by 
asking  two  questions : 

First,  is  my  understanding  correct 
that  the  Senator  from  Arkansas,  chair¬ 
man  of  the  Committee  on  Banking  and 
Currency,  is  not  making  his  motion  to 
strike  from  the  bill  the  language  in 
question  because  of  any  question  in  his 
mind  about  the  jurisdiction  of  the  Com¬ 
mittee  on  Banking  and  Currency  over 
the  subject  matter? 

Mr.  FULBRIGHT.  That  is  correct. 

Mr.  MORSE.  Second,  is  my  under¬ 
standing  correct  that  the  Senator  from 
Arkansas,  chairman  of  the  Committee 
on  Banking  and  Currency,  is  not  mak¬ 
ing  his  motion  to  strike  because  of  any 
doubt  in  his  mind  about  the  authority 
of  the  Committee  on  Banking  and  Cur¬ 
rency  to  include  this  so-called  tax  mat¬ 
ter  in  the  bill,  because  the  tax  matter  is 
only  incidental  to  the  purpose  and  the 
objective  of  the  bill,  but  that  he  is  mak¬ 
ing  his  motion  to  strike  because  he  has 
been  advised  that  if  the  provision  is 
added  to  a  tax  bill  now  before  the  Com¬ 
mittee  on  Finance,  and  which  has  al¬ 
ready  come  over  from  the  House,  the 
matter  will  then  be  in  a  position  for 
legislative  action  both  by  the  House  and 
Senate? 

Mr.  FULBRIGHT.  I  would  modify 
the  last  point  to  this  extent.  I  am  a  lit¬ 
tle  doubtful  about  including  this  pro¬ 
vision  in  a  bill  before  the  Committee  on 
Finance  before  the  bill  or  the  instru¬ 
mentality  to  which  it  applies  has  ever 
been  passed.  We  would  be  in  a  most  pe¬ 
culiar  position  then. 

What  I  have  in  mind  to  meet  the  ob¬ 
jection  which  was  made  is  that  this  pro¬ 
vision  could  be  inserted  in  a  House  bill 
which  accomplishes  the  same  thing  the 
Senate  bill  proposes.  I  hope  that  the 
bill,  comparable  to  the  Senate  bill,  which 
was  introduced  in  the  House,  can  come 
through  the  House  Committee  on  Bank¬ 
ing  and  Currency  with  this  provision 
in  it. 

I  wrote  to  the  chairman  of  the  Com¬ 
mittee  on  Finance  with  regard  to  this 
matter  almost  a  year  ago.  I  wrote  four 
different  times,  bringing  the  matter  to 
the  attention  of  the  chairman  of  that 
committee.  The  last  time  I  wrote  was 
on  April  29,  1958.  I  submitted  to  him 
the  precise  language  that  is  carried  in 
the  pending  bill  and  asked  him  if  he 
had  any  suggestions  whatever  as  to  con¬ 
sultation  or  any  objections  to  our  in¬ 
cluding  it  in  the  bill.  In  other  words,  I 
invited  his  cooperation  on  the  bill.  I 


have  not  yet  received  an  answer  to  that 
letter.  That  is  the  way  the  matter 
stands. 

I  do  not  approved  of  this  procedure, 
but  I  am  bowing  to  what  I  consider  to 
be  the  necessities  of  the  case  with  re¬ 
spect  to  having  the  bill  passed  at  all. 

Mr.  MORSE.  I  thank  the  Senator 
from  Arkansas  for  making  the  Record 
so  clear  in  regard  to  these  items  of 
precedent,  to  which  he  referred:  first, 
the  jurisdiction  of  the  Committee  on 
Banking  and  Currency;  second,  the 
question  on  constitutionality,  setting 
forth  the  authorities  which  the  Senator 
from  Arkansas  has  inserted  in  the  Rec¬ 
ord,  to  the  effect  that  it  was  within  the 
constitutional  prerogative  of  the  Senate 
Committee  on  Banking  and  Currency  to 
have  included  this  language  in  a  Bank¬ 
ing  and  Currency  Committee  bill. 

That  is  as  far  as  the  Senator  from 
Arkansas  can  go,  but  it  is  not  as  far 
as  the  Senate  can  go.  Sooner  or  later 
we  must  come  to  grips  with  the  real  is¬ 
sue  which  has  been  raised  this  after¬ 
noon.  I  am  ready  to  do  it  now  or  at 
any  other  time.  I  am  opposed  to  one- 
man  rule,  wherever  I  find  it. 

We  are  faced  with  the  question  of 
whether  the  Speaker  of  the  House  of 
Representatives  will  determine  what  ac¬ 
tion  will  be  taken  by  the  Senate,  or 
whether  the  Senate  will  determine  that 
for  itself.  The  question  of  whether  this 
matter  falls  within  the  prerogatives  of 
the  Senate  must  be  determined  sooner 
or  later,  and  I  am  perfectly  willing  to 
have  it  determined  right  now.  If  it  is 
constitutional  for  the  Senate  to  take 
such  action,  then  I,  for  one,  do  not  in¬ 
tend  to  accept  the  dictates  of  the  Speak¬ 
er  of  the  House;  but,  rather,  I  intend  to 
fight  out  that  question  with  him  until 
we  protect  and  preserve  the  rights  of 
the  Senate  in  this  matter. 

Mr.  WILLIAMS.  Mr.  President,  be¬ 
fore  the  vote  is  taken,  I  wish  the  Record 
to  show  clearly,  so  that  there  will  be  no 
misunderstanding,  that  my  point  of  or¬ 
der  was  withdrawn  only  on  the  basis 
that  the  chairman  of  the  committee 
would  move  to  strike  out  this  section  of 
the  bill;  and  I  withdrew  my  point  of  or¬ 
der  only  when  he  agreed  to  make  such  a 
motion. 

I  emphasize  that  my  point  of  order  was 
not  withdrawn  on  the  basis  that  I  had 
changed  my  opinion  that  the  Banking 
and  Currency  Committee  had  no  right 
to  report  a  measure  dealing  with  the  In¬ 
ternal  Revenue  Code.  I  believe  that 
should  be  clear.  It  is  true  that  the 
House  of  Representatives  is  studying  this 
proposal,  as  I  stated  previously;  and  I 
believe  that  a  House  bill  in  this  field  will 
soon  be  considered.  If  so,  when  it  comes 
to  the  Senate,  it  will  be  referred  to  and 
considered  by  the  Senate  Finance  Com¬ 
mittee. 

This  matter  can  be  considered  by  the 
Senate  Finance  Committee  as  an  amend¬ 
ment  to  any  House  bill  and  the  commit¬ 
tee  has  promised  to  give  the  matter  care¬ 
ful  consideration. 

But  I  wish  it  clearly  understood  that 
my  point  of  order  was  not  withdrawn  on 
the  basis  that  I  had  changed  my  opinion 
as  to  the  validity  of  the  point  of  order. 
I  have  not  changed  it,  because  in  my 
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opinion  the  Banking  and  Currency  Com¬ 
mittee  had  no  authority  to  report  a  Sen¬ 
ate  bill  which  would  amend  the  Internal 
Revenue  Code. 

Mr.  KNOWLAND.  Mr.  President, 
will  the  Senator  from  Delaware  yield  to 
me? 

Mr.  WILLIAMS.  I  yield. 

Mr.  KNOWLAND.  I  wish  to  say,  for 
the  information  of  the  Senate,  and  to 
confirm  what  the  Senator  from  Dela¬ 
ware  has  said,  that  he  withdrew  his 
point  of  order  at  my  request  and  at  the 
request  of  the  distinguished  majority 
leader  and  other  Senators,  with  the  un¬ 
derstanding  that  a  motion  to  strike  this 
section  from  the  bill  would  be  made. 

Mr.  WILLIAMS.  That  is  correct. 

Mr.  KNOWLAND.  So  I  believe  that 
Record  should  be  clear. 

I  also  understand  that  a  motion  to 
strike  the  section  from  the  bill  has  now 
been  made. 

Mr.  WILLIAMS.  That  is  correct;  and 
I  want  it  to  be  clearly  understood  that 
this  section  is  being  stricken  from  the 
bill,  and  will  be  considered  separately 
by  the  appropriate  committee. 

Mr.  KNOWLAND.  Do  I  correctly 
understand  that  the  matter  will  then  be 
considered  by  the  Finance  Committee, 
and  can  properly  be  considered  by  it  as 
an  amendment  to  a  revenue  bill  which 
already  has  come  to  the  Senate  from  the 
House  of  Representatives? 

Mr.  WILLIAMS.  That  is  correct.  It 
can  be  offered  as  an  amendment  to  any 
House  bill  which  deals  with  amend¬ 
ments  to  the  Revenue  Code. 

Mr.  CLARK.  As  chairman  of  the  sub¬ 
committee  of  the  Banking  and  Currency 
Committee,  I  should  like  to  associate 
myself  with  the  remarks  which  have  been 
made  by  the  Senator  from  Arkansas  [Mr. 
Fulbright],  with  which  I  am  in  full 
agreement. 

I  have  sympathy  for  the  point  of  view 
of  the  Senator  from  Oregon;  but  in  my 
opinion  it  is  more  important  to  enact 
legislation  which  will  be  of  help  to  small 
business  that  it  is  to  precipitate  a  dis¬ 
pute  between  the  House  of  Representa¬ 
tives  and  the  Senate. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Arkansas  [Mr.  Ful- 
b right]  to  strike  section  308  from  the 
bill. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  should  like  to  confirm  what  the 
distinguished  minority  leader  has  said. 
I  had  hoped  that  the  Senate  could  pass 
this  measure  with  section  308  in  it.  I 
believe  section  308  is  essential  to  the 
successful  operation  of  this  proposed 
law.  I  am  not  unaware  of  the  constitu¬ 
tional  provision  that  all  bills  for  raising 
revenue  shall  originate  in  the  House  of 
Representatives.  I  am  of  the  further 
opinion  that  the  authorities  in  the 
House  of  Representatives  would  hold 
that  section  308  would  come  within  that 
constitutional  provision. 

I  have  no  desire  to  circumvent  or 
shortcut  any  standing  committee  of  this 
body.  I  felt  that  the  Banking  and  Cur¬ 
rency  Committee  had  given  sufficient 
notice,  and  had  requested  suggestions  a 
sufficient  number  of  times,  so  that  if 
the  question  of  jurisdiction  was  to  be 


invoked,  the  committee  would  have  been 
so  informed. 

That  question  has  been  raised  here. 
The  distinguished  chairman  of  the  com¬ 
mittee  and  other  responsible  Members  on 
both  sides  of  the  aisle  assure  me  that 
they  feel  deeply  that  they  should  give 
consideration  to  this  section  before  it  is 
acted  on  by  the  Senate.  Therefore,  I 
believe  they  should  have  an  opportunity 
to  do  so. 

Mr.  President,  in  line  with  that 
thought,  I  join  the  minority  leader  in 
asking  the  distinguished  chairman  of 
the  Banking  and  Currency  Committee 
and  the  distinguished  chairman  of  the 
subcommittee  to  raise  no  serious  objec¬ 
tion  to  the  striking  out  of  section  308, 
with  the  clear  and  definite  understand¬ 
ing  that  the  Finance  Committee  will 
promptly  consider  that  section.  We  have 
been  informed  that  the  committee  can 
properly  consider  it,  and  can  report  it 
favorably,  even  though  this  bill  has 
not  yet  become  law;  and  we  hope  to  be 
able  to  receive  the  committee’s  recom¬ 
mendations  within  a  week  or  10  days,  at 
the  most. 

Therefore,  Mr.  President,  reluctant  as 
I  am  to  see  this  section  stricken  from  the 
bill,  I  am  mush  more  interested  in  seeing 
that  orderly  procedures  are  followed, 
that  jurisdictions  are  protected  and  that 
committees  which  desire  to  give  prompt 
attention  to  a  matter  shall  have  the  op¬ 
portunity. 

So  I  hope  the  section  will  be  stricken 
from  the  bill,  and  that  the  bill  then  will 
be  promptly  passed. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Arkansas  [Mr.  Ful¬ 
bright]  to  strike  out  section  308,  begin¬ 
ning  in  line  10,  on  page  50,  and  down  to 
and  including  line  17,  on  page  52. 

The  motion  was  agreed  to. 

The  PRESIDING  OFFICER.  The  bill 
is  open  to  further  amendment. 

Mr.  HUMPHREY.  Mr.  President,  I 
rise  to  state  that  the  bill  represents  a 
long-term  need  for  American  small  busi¬ 
ness  in  the  private-enterprise  field.  For 
more  than  15  years  it  has  been  recog¬ 
nized  that  there  has  been  a  desperate 
need  of  equity  capital  for  small-business 
enterprises. 

As  has  been  stated  during  the  debate, 
the  present  tax  laws  have,  because  of  the 
Government’s  revenue  needs,  made  it  al¬ 
most  impossible  for  substantial  numbers 
of  small-business  enterprises  to  accumu¬ 
late  from  their  earned  profits  the  neces¬ 
sary  capital  in  order  to  be  able  to  expand 
and  to  develop  their  business  enterprises. 

A  similar  proposal  was  advanced  in 
1950.  I  remember  that  at  that  time  I 
was  privileged  to  be  a  cosponsor  of  that 
bill. 

Each  year  there  have  been  a  number 
of  proposals,  before  both  Houses  of  the 
Congress,  directed  toward  the  objective 
of  providing  adequate  equity  capital  for 
independent  business  enterprises. 

This  is  the  first  time  we  have  been  able 
to  reach  the  point  where  I  hope  favorable 
action  is  about  to  be  taken  by  the  Senate 
on  a  proposal  of  this  type. 

I  look  forward  to  the  same  kind  of 
speedy  action  in  the  other  House. 

During  the  debate  it  was  stated  that 
the  bill  does  not  provide  all  that  we 


would  like  to  have  it  provide.  I  agree. 
But  this  bill  is  a  respectable  and  respon¬ 
sible  beginning.  I  believe  that  before  we 
really  shall  protect  the  legitimate  inter¬ 
ests  of  small  business  in  the  American 
economy  there  will  have  to  be  two  further 
developments,  as  follows: 

First.  Very  effective  and  rigid  enforce¬ 
ment  of  the  antitrust  laws,  together  with 
the  protections  for  independent  business 
that  are  afforded  by  the  Robinson-Pat- 
man  Act  and  the  Federal  Trade  Commis¬ 
sion  as  an  enforcement  agency.  Surely 
the  Robinson-Patman  Act  and  the  Fed¬ 
eral  Trade  Commission  need  to  be  ener¬ 
gized  and  made  as  fully  effective  as 
possible. 

Second.  We  definitely  need  some  tax 
adjustments  relative  to  the  small-busi¬ 
ness  aspects  of  our  economy.  Bills  along 
these  lines  have  been  introduced,  and  I 
hope  they  will  be  acted  upon. 

I  support  the  pending  bill;  and  I  de¬ 
sire  to  commend  the  chairman  of  the 
Banking  and  Currency  Committee,  the 
chairman  of  the  subcommittee,  and 
also  the  majority  leader,  who  introduced 
the  bill  and  permitted  me  to  be  a 
cosponsor  of  it. 

Mr.  JAVITS.  Mr.  President,  as  a 
member  of  the  Select  Committee  on 
Small  Business,  I  am  in  part  responsible 
for  the  pending  measure,  and  I  am  very 
pleased  to  see  it  brought  before  the 
Senate. 

Following  the  statement  the  Senator 
from  Minnesota  has  made,  I  wish  to  state 
that  the  four  problems  of  small  business 
are  as  follows: 

First,  financing. 

Next,  the  need  for  tax  consideration — 
which  I  urgently  hope  will  be  received. 
It  has  been  recommended  by  the  admin¬ 
istration,  and  I  think  such  consideration 
is  one  of  the  real  contributions  which 
can  be  made  to  the  problems  which  con¬ 
front  activities  in  the  small-business 
field. 

I  should  like  to  add  two  other  points 
which  should  be  considered  in  connection 
with  the  problems  of  small  business: 

The  need  for  research  and  develop¬ 
ment  in  the  most  cooperative  way,  which 
is  absolutely  essential  if  small  business 
is  to  hold  its  own  in  modern  technology. 

Last,  but  by  no  means  least,  the  anti¬ 
trust  problems  of  small  business  not  only 
need  enforcement  of  the  antitrust 
laws  in  the  same  way  that  they  are 
enforced  in  the  United  States  against 
monopoly  and  big  business,  but  they  also 
need  a  termination  of  the  enforcement 
which  thus  far  has  prevailed  in  the  case 
of  small  business,  so  that  small  businesses 
may  have  some  of  the  benefits  which 
large  businesses  enjoy  in  this  particular 
field. 

I  think  we  need  a  positive  and  affirma¬ 
tive  approach  to  the  antitrust  laws  for 
the  benefit  of  small  business,  if  we  really 
want  to  cope  with  their  problems  and 
recognize  small  business  as  the  verte¬ 
brae  of  the  American  free-enterprise 
system. 

Finally,  I  think  it  is  important  to  note 
that  small  business  is  badly  hurt  right 
now,  and  the  recession  is  having  a  very 
adverse  impact  on  it. 

Therefore,  I  should  like  to  join  my 
colleagues  who  have  urged  expeditious 
action  on  this  very  urgent  and  needed 
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legislation.  I  join  in  the  expectation 
that  the  bill  will  have  speedy  considera¬ 
tion  and  will  be  approved  in  the  other 
body. 

Mr.  CAPEHART.  Mr.  President,  I  ask 
unanimous  consent  that  there  may  be 
printed  in  the  Record  the  individual 
views  of  myself,  the  Senator  from  Ohio 
[Mr.  Bricker],  and  the  Senator  from 
Utah  [Mr.  Bennett],  which  were  printed 
in  the  report  accompanying  the  bill. 

I  do  not  think  this  is  a  good  bill.  I 
would  have  much  preferred  that  the 
lending  capacity  of  the  Small  Business 
Administration  be  increased,  rather  than 
give  it  the  right  to  acquire  equity.  I 
made  that  statement  in  committee.  I 
.make  it  again  now. 

There  being  no  objection,  the  indi¬ 
vidual  views  were  ordered  to  be  printed 
in  the  Record,  as  follows: 

Individual  Views  op  Mr.  Capehart,  Me. 

Bricker,  and  Mr.  Bennett 

The  proposed  Small  Business  Investment 
Act  would  commit  the  Federal  Government 
to  a  new  policy  of  attempting  to  satisfy  the 
capital  needs  of  the  more  than  4  million 
small-business  concerns  in  our  country.  To 
accomplish  this  impossible  task,  primary  re¬ 
liance  would  be  placed  on  a  new  national 
banking  system  consisting  of  federally  char¬ 
tered  small-business  investment  companies. 
The  responsibility  for  promoting  the  estab¬ 
lishment  of  these  unique  companies  would 
rest  with  the  Small  Business  Administration. 

Under  the  bill,  any  10  persons  could  form 
an  investment  company  with  the  Govern¬ 
ment  supplying  one-half  of  the  required 
$300,000  capital.  In  addition,  these  com¬ 
panies  would  be  eligible  for  long-term  loans 
amounting  to  50  percent  of  their  capital  and 
surplus,  that  is,  $150,000.  Thus,  the  Gov¬ 
ernment  would  provide  $2  for  every  $1  of 
private  funds  invested.  To  make  the  in¬ 
ducement  even  more  attractive,  these  com¬ 
panies  would  be  granted  certain  income-tax 
concessions  under  the  Internal  Revenue 
Code. 

There  is  no  justification  for  using  the  tax¬ 
payers’  money  to  finance  this  venture  by  the 
Federal  Government  into  private  business. 
The  testimony  received  by  the  committee 
suggests  that  there  is  a  gap  in  the  long-term- 
financing  needs  of  small  business.  But  there 
is  no  agreement  as  to  the  extent  of  the  gap — 
..  no  one  really  knows,  or  whether  the  gap  can 
be  filled  by  private  lenders  without  resort,  to 
Federal  funds.  Furthermore,  no  cogent  rea¬ 
son  has  been  advanced  for  the  Federal  Gov¬ 
ernment  to  suddenly  rusfi  in  to  try  to  fill 
this  gap. 

The  Board  of  Governors  of  the  Federal  Re¬ 
serve  System  is  currently  making  a  study  of 
the  financing  needs  of  small  business,  and 
the  first  two  parts  of  the  study  have  been 
completed.  It  is  unfortunate  that  the  ma¬ 
jority  of  the  committee  could  not  wait  until 
the  third  part  of  the  study  has  been  con¬ 
cluded  before  approving  this  legislation. 
As  William  McChesney  Martin,  Chairman  of 
the  Federal  Reserve  Board,  has  stated,  the 
third  part  of  the  study  would  be  a  direct 
survey  of  the  financial  structure  and  experi¬ 
ence  of  smaller  businesses,  developed  through 
a  national  sampling  approach. 

The  completed  study  will  be  available  next 
year  and  would  provide  valuable  additional 
information.  We  should  have  all  the  facts 
before  starting  a  new  program  which  could 
well  be  the  first  step  toward  the  socializa¬ 
tion  of  an  important  segment  of  our  free 
enterprise  system. 

The  bill  is  not  only  wrong  in  principle,  but 
it  fails  to  provide  any  real  help  to  small-busi¬ 
ness  conceriis.  The  fact  that  there  has  been 
very  little,  if  any,  correspondence  from  small- 
business  men  in  support  of  this  program 
would  seem  to  bear  this  out.  The  volume  of 


mail  and  personal  contacts  indicate  that 
the  small-business  concerns  are  far  more  in¬ 
terested  in  extending  the  present  loan  pro¬ 
grams  of  the  Small  Business  Administration 
which  have  already  proven  their  value.  This 
bill  appears  to  be  a  case  where  Government 
officials  in  Washington  have  determined  what 
is  best  for  small  business  and  now  will  try  to 
convince  the  small-business  concerns  that 
the  new  program  is  needed. 

The  bill  authorizes  the  subsidized  federally 
chartered  investment  companies  to  provide 
capital  through  the  purchase  of  debentures 
issued  by  the  small-business  concerns.  To 
be  eligible  for  purchase,  these  debentures 
must  be  convertible  into  the  stock  of  the  is¬ 
suing  concern  at  a  price  determined  at  the 
time  the  debentures  are  issued.  The  thought 
being  that  if  the  business  is  successful,  the 
bonds  will  be  converted  into  stock,  thus 
giving  the  investment  companies  a  share  in 
the  profits  of  the  business.  The  Small  Busi¬ 
ness  Administration  would  fix  the  interest 
rate  and  other  terms  of  the^convertible  de¬ 
bentures  purchased  by  the  investment  com¬ 
panies.  In  order  to  sell  its  debentures,  the 
small-business  concern  would  be  required  to 
purchase  stock  in  the  investment  company  in 
an  amount  equal  to  not  less  than  2  percent, 
nor  more  than  5  percent  of  the  amount  of 
capital  advanced,  as  may  be  specified  by  the 
SBA.  The  small-business  concern  may  also 
be  required  to  refinance  all  of  its  outstanding 
indebtedness  with  the  investment  company 
and  to  agree  that  it  will  not  thereafter  in¬ 
cur  any  indebtedness  without  the  approval  of 
the  company. 

The  reason  most  small-business  men  do  not 
issue  common  stocks  to  obtain  additional 
equity  capital  is  the  reluctance  on  their  part 
to  shafe  the  control  of  the  business  with  out¬ 
siders.  This  would  be  particularly  true  where 
a  semigovernmental  company  or  the  Govern¬ 
ment  itself  would  be  a  possible  shareholder. 

In  addition  to  this  basic  reluctance  to  seek 
outside  equity  capital,  another  obstacle  to 
small-business  participation  would  be  the 
necessity  for  the  business  concern  to  deal 
with  both  the  investment  company  on  the 
local  level  and  the  Small  Business  Adminis¬ 
tration  in  Washington  in  order  to  sell  its 
debentures.  The  inevitable  delays  that  would 
result  from  this  cumbersome  organizational 
setup  would  be  so  time-consuming  as  to  dis¬ 
courage  most  applicants  for  assistance. 
Therefore,  It  appears  extremely  likely  that 
'only  a  very  few  small-business  concerns 
would  desire  to  take  advantage  of  this  feature 
of  the  program. 

The  bill  would  also  authorize  the  invest¬ 
ment  companies  to  make  30-year  loans  to 
small  businesses.  This  provision  ignores  the 
existence  of  the  present  SBA  program  au¬ 
thorizing  10-year  loans  for  the  same  purpose. 
Certainly,  a  small  business  that  is  not  eligi¬ 
ble  for  the  present  10-year  loans  would  not 
be  eligible  for  the  new  30-year  loans.  It 
makes  no  economic  sense  for  the  Government 
to  subsidize  a  new  loan  program  to  compete 
with  an  existing  loan  program. 

There  are  a  number  of  other  provisions 
of  the  bill  that  should  be  examined  carefully. 
The  statement  of  policy  contains  weak  lan¬ 
guage  to  the  effect  that  the  act  shall  be  so 
administered  that  financial  assistance  ren¬ 
dered  shall  not  result  in  a  substantial 
increase  in  unemployment  in  any  area  of 
the  country.  The  purpose  of  this  language 
is  purported  to  be  to  guard  against  pirating 
of  industry,  but  the  statement  is  so  vague 
as  to  be  almost  meaningless.  The  bill  should 
clearly  state  that  financial  aid  shall  not  be 
given  to  assist  an  industry  in  moving  from 
one  part  of  the  country  to  another. 

In  this  connection,  it  should  also  be  noted 
that  there  is  no  prohibition  against  provid¬ 
ing  Government  funds  even  though  financial 
assistance  can  be  secured  from  private 
sources  on  reasonable  terms.  Government 
funds  should  not  be  used  to  compete  with 
private  lenders.  It  seems  strange  that  the 
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proponents  of  this  new  program  would  ob¬ 
ject  to  such  a  restriction  if,  as  they  say, 
private  funds  are  not  available  to  fill  the 
gap  in  long-term  financing. 

A  total  of  $250  million  would  be  authorized 
to  finance  the  new  program.  This  appears 
to  be  an  excessive  amount  of  money  to  in¬ 
augurate  a  new  program  that  the  Chairman 
of  the  Federal  Reserve  Board  suggested 
“should  be  approached  experimentally  and 
on  a'  small  scale.”  But,  even  worse,  the 
proponents  of  the  bill  apparently  are  not 
confident  that  the  program  will  stand  on 
its  own  merits,  for  the  $250  million  is  au¬ 
thorized  to  be  borrowed  directly  from  the 
Treasury  Department,  bypassing  the  usual 
appropriations’  procedures.  Thus,  the  Com¬ 
mittees  on  Appropriations  would  not  have 
an  opportunity  to  review  the  program  and 
obtain  a  justification  by  the  agency  for  the 
expenditure  of  these  funds.  This  experi¬ 
mental  nature  of  the  program  would  seem 
to  make  a  periodic  congressional  review  im¬ 
perative.  This  procedure  is,  of  course,  at 
variance  with  the  other  SBA-loan  programs 
which  are  financed  by  regular  appropriations. 
This  bill  should  be  defeated.  In  sum,  it 
would  place  the  Federal  Government  in  the 
position  of  undertaking  an  impossible  as¬ 
signment  with  unworkable  tools.  It  would 
be  a  disservice  to  the  small-business  concerns 
of  our  country  to  present  this  program  as  an 
effective  means  to  meet  their  long-term 
financing  problems.  It  would  be  more 
Realistic  and  practical  for  the  Congress  to 
strengthen  the  existing  programs  of  the 
Small  Business  Administration  rather  than 
to  perpetrate  this  new  intrusion  by  the  Fed¬ 
eral  Government  into  private  business. 

Homer  E.  Capehart. 

John  W.  Bricker. 

Wallace  F.  Bennett. 

Mr.  FULBRIGHT.  Mr.  President,  I 
ask  unanimous  consent  to  have  printed 
in  the  body  of  the  Record  an  article 
from  the  American  Banker  of  May  29, 
1958,  entitled  “Small  Business  Aid  Meas¬ 
ure  Seen  Clearing  Senate;  Meets  ABA 
Specifications.” 

There  being  no  objection,  the  article 
was  ordered  to  be  printed  in  the  Record, 
as  follows: 

Small  Business  Capital  Aid  Measure  Seen 

Clearing  Senate;  Meets  ABA  Specifica¬ 
tions 

Washington,  May  28. — The  Small  Busi¬ 
ness  Capital  Aid  bill,  as  reported  by  the 
Senate  Banking  Committee,  generally  meets 
the  specifications  of  the  American  Bankers 
Association  and  is  expected  to  clear  the  Sen¬ 
ate  with  little  opposition. 

Meanwhile,  the  House  Banking  Committee 
is  preparing  to  begin  executive  sessions  next 
week  to  consider  a  series  of  bills  taken  up 
during  the  unemployment  hearings.  One  of 
these  is  the  Patman-Johnson  Small  Busi¬ 
ness  Investment  bill,  slated  for  consideration 
after  the  Community  Facilities  measure. 

The  Senate  bill  cleared  yesterday  by  the 
committee  follows  the  two  cardinal  points 
made  in  testimony  in  April  by  Carl  M.  Flora, 
vice  president  of  the  First  Wisconsin  Na¬ 
tional  Bank  of  Milwaukee,  and  chairman  of 
the  ABA  Small  Business  Credit  Commis¬ 
sion.  These  are: 

1.  Avoid  setting  up  a  new  agency  to  ad¬ 
minister  the  new  investment  program,  en¬ 
trusting  the  job  to  the  Federal  Reserve  Sys¬ 
tem,  or  alternatively  to  the  Small  Business 
Administration.  The  committee  chose  the 
latter. 

2.  The  committee  also  complied  with  the 
recommendation  for  flexible  interest  rates. 
The  bill  provides  that  the  Small  Business 
Administration  shall  set  the  rates,  which 
leaves  them  not  entirely  free  as  the  ABA 
would  have  preferred,  but  avoids  fixing  them 
by  law  as  the  original  Fulbright  bill  would 
have  done. 
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TREASURY  TO  SUPPLY  REVOLVING  FUND 

The  Treasury  is  directed  by  the  bill  to 
furnish  up  to  $250  million  in  a  revolving 
fund  to  make  loans  to  newly  chartered 
small-business  investment  companies  and 
to  State  development  companies. 

To  start  business,  the  investment  com¬ 
panies  would  need  $300,000  of  paid-in  cap¬ 
ital  and  surplus:  Up  to  half  of  this  would 
be  provided  permissively  by  the  Small  Busi¬ 
ness  Administration,  but  the  concept  is  that 
most  of  the  companies’  funds  would  come 
from  private  sources.  The  stock  would  be 
available  for  purchase  by  individuals,  part¬ 
nerships,  corporations,  and  financial  institu¬ 
tions  such  as  insurance  companies  and  banks 
which  are  members  of  the  Federal  Reserve 
or  FDIC. 

The  committee  varied  from  the  course  set 
by  the  ABA  in  one  significant  respect. 

The  ABA  design  would  make  this  a  3-year 
program,  the  investment  companies  to  be 
rechartered  on  a  permanent  basis  by  the 
States.  The  committee,  however,  altered 
this  to  limit  the  chartering  of  new  invest¬ 
ment  companies  to  3  years,  but  did  not  re¬ 
quire  conversion  to  State  charters. 

TREND  TOWARD  FEDERAL  CHARTERS 

Actually,  under  the  tax-benefit  provisions 
of  the  bill,  the  trend  would  be  toward  rather 
than  from  Federal  charters,  and  the  bill  pro¬ 
vides  that  the  State  development  companies 
may  convert  to  Federal  charters  in  order  to 
obtain  the  tax  privileges. 

The  Senate  bill  has  little  resemblance  to 
the  Patman-Johnson  measure,  by  which  the 
starting  source  of  funds  would-be  a  drain  on 
the  surplus  of  the  Federal  Reserve  System, 
amounting  to  the  unused  allotment  of  $27.5 
million  in  the  section  13  (b)  reserve  and 
levies  on  the  regional  banks  totaling  $100 
million. 

The  Senate  bill  repeals  section  13  (b)  en¬ 
tirely,  and  directs  that  the  $27.5  million  be 
established  by  the  Treasury  as  a  special  fund 
from  which  the  Small  Business  Administra¬ 
tor  can  make  grants  to  colleges,  States  and 
other  organizaitons  for  research  into  busi¬ 
ness  problems  and  counseling  of  small-busi¬ 
ness  firms. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  committee 
amendment  as  amended. 

The  committee  amendment,  as  amend¬ 
ed,  was  agreed  to. 

The  PRESIDING  OFFICER.  The 
question  is  on  the  third  reading  and  en¬ 
grossment  of  the  bill. 

The  bill  (S.  3651)  was  ordered  to  be 
engrossed  for  a  third  reading,  read  the 
third  time,  and  passed. 

Mr.  FULBRIGHT.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which  the 
bill  was  passed. 

Mr.  CLARK.  Mr.  President,  I  move  to 
lay  that  motion  on  the  table. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  to 
lay  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

Mr.  CLARK  subsequently  said:  Mr. 
President,  there  are  times,  even  on  the 
floor  of  the  Senate,  when  silence  is 
golden.  I  had  intended  to  make  a  major 
speech  today  in  support  of  S.  3651,  which 
has  been  passed  by  the  Senate.  It  be¬ 
came  clear,  as  the  day  passed,  that  the 
parliamentary  situation  was  such  that 
the  speech  might  delay  passage  of  the 
bill  and  would,  therefore,  be  unwise.  So 
I  refrained  from  making  the  speech,  but 
I  should  like  the  Record  to  show  that 
S.  3651  was  supported  by  me  and  that  I 


voted  in  favor  of  it  in  the  voice  vote 
which  was  taken. 

Mr.  President,  I  ask  unanimous  con¬ 
sent  that  S.  3651,  as  amended,  may  be 
printed,  so  that  it  may  be  distributed  to 
the  many  people  who  I  am  sure  will  want 
to  have  it. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  of  the  Senator 
from  Pennsylvania?  The  Chair  hears 
none,  and  it  is  so  ordered. 

. .  Mr.  NEUBERGER  subsequently  said : 
Mr.  President,  I  should  like  to  have  the 
Record  show  that  I,  too,  was  among  the 
Members  of  the  Senate  who  supported 
S.  3651,  to  make  more  readily  available 
capital  and  long-term  credit  to  small- 
business  concerns. 

Like  the  junior  Senator  from  Pennsyl¬ 
vania  [Mr.  Clark],  who  spoke  briefly 
earlier  on  this  subject,  I  also  refrained 
from  any  discussion  during  the  consid¬ 
eration  of  the  bill,  so  that  the  bill  might 
be  passed  more  expeditiously.  However, 
I  want  the  Record  to  show  that  I  am  one 
of  the  Senators  from  a  State  which  is 
extremely  hard  hit  by  the  recession  in 
the  lumber  industry.  This  has  been 
caused  by  the  tight-money  program, 
which  has  had  so  adverse  an  impact  in 
the  past  4  years  on  residential  construc¬ 
tion. 

Because  75  percent  of  the  output  of 
our  Oregon  sawmills  and  lumber  yards 
goes  into  the  construction  of  homes,  any 
great  reduction  or  diminution  in  resi¬ 
dential  home  construction  has  an  adverse 
and  unfavorable  impact  on  the  Oregon 
business  climate.  This  unfortunately 
has  resulted  in  a  distressingly  large  num¬ 
ber  of  small-business  failures  in  the 
State  of  Oregon,  my  native  State. 

I  was  privileged  to  be  among  those  who 
supported  S.  3651,  which  we  hope  at  least 
to  some  degree  will  ameliorate  the  diffi¬ 
culty  which  so  many  small-business  con¬ 
cerns  face  in  the  retaining  of  funds  for 
legitimate  expansion  and  improvement 
of  their  business  establishments. 


DEPARTMENT  OF  COMMERCE 
APPROPRIATIONS,  195 

Mr.  JOHNSON  of  Texas.  /Mr.  Presi¬ 
dent,  I  move  that  the  Senat/  proceed  to 
the  consideration  of  H.  R.yl2540,  Order 
No.  1688. 

The  PRESIDING  OFFICER.  The 
bill  will  be  stated  by  titl 

The  Legislative  Clerk.  A  bill  (H.  R. 
12540)  making  appropriations  for  the 
Department  of  Commerce  and  related 
agencies  for  the  fiscal  year  ending  June 
30,  1959,  and  for  other  purposes. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Texas. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill, 
which  had/been  reported  from  the  Com¬ 
mittee  op  Appropriations  with  amend¬ 
ments. 

Mr.  /OHNSON  Of  Texas.  Mr.  Presi¬ 
dent,  yl  do  not  expect  to  have  this  bill 
discussed  today.  The  Senator  from 
Florida  [Mr.  Holland]  will  present  it  to¬ 
morrow,  but  I  did  want  the  bill  before 
the  Senate. 


LIMITATION  OF  APPELLATE  JURIS¬ 
DICTION  OF  THE  SUPREME  COURT 

Mr.  BUTLER.  Mr.  President,  the 
president  of  the  North  Carolina  Bar 
Association,  Mr.  William  W.  Taylor,  Jr., 
who  is  of  course  one  of  the  outstanding 
lawyers  of  the  State  of  North  Carolina,  v 
has  written  me  enclosing  a  copy  of 
letter  expressing  his  views  with  regar 
to  the  bill  SI  2646.  Because  of  the  immi¬ 
nence  of  consideration  of  this  bill  by/the 
Senate,  and  the  great  interest  wnich 
many  of  my  colleagues  have  expressed 
in  it,  I  ask  unanimous  consent  that  Mr. 
Taylor’s  letter  to  me,  together  with  the 
text  of  the  letter  which  he  enclosed,  may 
be  printed  in  the  Record  at  tl)is  point  as 
a  part  of  my  remarks. 

There  being  no  objection^  the  letters 
were  ordered  to  be  printed /n  the  Record, 
as  follows: 

North  Carolina  Bar  Association, 

Warrenton,  N.  C.,  May  20, 1958. 
Hon.  John  Marshall  Butler, 

United  States  Senate, 

Washington,  D.  C. 

Dear  Senator  Butl/Er  :  I  enclose  herewith  a 
copy  of  a  letter  which  I  have  written  to 
Senator  Javits  in  reply  to  a  letter  from  him 
in  which  he  recmested  a  statement  of  my 
views  on  the  Jeruier-Butler  bill. .  You  are  free 
to  use  this  letter  in  any  way  you  see  fit, 
if  you  feel  thai!  it  will  contribute  anything  to 
the  successful  passage  of  the  above  bill. 
Since/ely  yours, 

Wm.  W.  Taylor,  Jr. 
May  26, 1958. 

WiLLiAsf  W.  Taylor,  Jr.,  Esq., 

President,  North  Carolina  Bar  Asso¬ 
ciation,  Warrenton,  N.  C. 

D^ar  Mr.  Taylor:  It  was  thoughtful  of  you 
to yfhare  with  me  a  copy  of  your  comments  to 
Senator  Javits  in  regard  to  the  Jenner-Butler 
/ill.  Your  support  of  the  objective  of  this 
fill  is  most  encouraging,  and  I  hope  that  the 
Congress  during  the  present  session  will  take 
action  in  this  important  respect. 

With  best  wishes  and  warmest  personal 
regards,  I  am, 

Cordially, 

John  Marshall  Butler, 

United  States  Senator. 

North  Carolina  Bar  Association, 

May  15,  1958. 

Jacob  K.  Javits, 
s Ijiited  States  Senate, 

Washington,  D.  C. 

Dear 'Senator  Javits:  This  is  in  reply  to 
your  letter  of  May  9,  addressed  to  me  as 
president  M  the  North  Carolina  Bar  Associ¬ 
ation.  In  ^plying  to  your  letter  I  do  not 
propose  to  spaak  for  the  North  Carolina  Bar 
Association,  ami  am  expressing  only  my  in¬ 
dividual  views.  'However,  I  am  of  the  opin¬ 
ion  that  they  ar^coneurred  in  by  an  over¬ 
whelming  majorityN^f  the  lawyers  in  North 
Carolina. 

I  disagree  most  heartily  with  the  views 
expressed  by  you.  In  View  of  the  Supreme 
Court’s  apparent  determination  to  set  it¬ 
self  up  as  a  third  legislative  chamber,  I 
feel  very  strongly  that,  unless  some  meas¬ 
ures  are  enacted  which  will  cVb  the  Court, 
our  system  of  constitutienal\rjovernment 
under  law  as  we  have  known\it  in  this 
country  will  not  continue  long.  \t  has  al¬ 
ways  been  my  understanding  of  the  Con¬ 
stitution  of  the  United  States  tha\  legis¬ 
lative  changes  were  the  function  of 'Con¬ 
gress  and  that  the  Supreme  Court’s  cVyty 
was  to  pass  on  legal  questions,  not  to 
tempt  to  impress  the  individual  philos 
ophies  of  the  several  members  of  the  Court' 
upon  the  laws  of  this  country. 
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June  10, 1958 

Referred  to  the  Committee  on  Banking  and  Currency 


AN  ACT 

To  make  equity  capital  and  long-term  credit  more  readily  avail¬ 
able  for  small-business  concerns,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled , 

3  TITLE  I— SHORT  TITLE,  STATEMENT  OE  PUR- 

4  POSE,  AND  DEFINITIONS 

5  SHORT  TITLE 

0  Sec.  101.  This  Act,  divided  into  titles  and  sections 

7  according  to  the  following  table  of  contents,  may  be  cited  as 

8  the  “Small  Business  Investment  Act  of  1958”. 
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TABLE  OF  CONTENTS 

Title  I — Short  Title,  Statement  of  Policy  and  Definitions 

Sec.  101.  Short  title. 

Sec.  102.  Statement  of  policy. 

Sec.  103.  Definitions. 

Title  II — Small  Business  Investment  Division  of  tiie  Small 
Business  Administration 

Sec.  201.  Establishment  of  Small  Business  Investment  Division. 

Sec.  202.  Provision  of  funds. 

Sec.  203.  Purposes  of  revolving  fund. 

Title  III — Small  Business  Investment  Companies 

Sec.  301.  Organization  of  small  business  investment  companies. 

Sec.  302.  Capital  stock  and  subordinated  debentures. 

Sec.  303.  Borrowing  power. 

Sec.  304.  Provision  of  equity  capital  for  small-business  concerns. 

Sec.  305.  Long-term  loans  to  small-business  concerns. 

Sec.  306.  Aggregate  limitations. 

Sec.  307.  Exemptions. 

Sec.  308.  Miscellaneous. 

Sec.  309.  Approving  State  chartered  companies  for  operations  under  this 
Act. 

Title  IV — Conversion  of  State  Chartered  Investment  Companies  and 

State  Development  Companies 

Title  V — Loans  to  Stat'd  and  Local  Development  Companies 
Title  VI — Changes  in  Federal  Reserve  Authority 

Sec.  601.  Repeal  of  section  13b  of  Federal  Reserve  Act. 

Sec.  602.  Fund  for  management  counseling. 

Title  VII — Criminal  Penalties 

1  STATEMENT  OF  POLICY 

2  Sec.  102.  It  is  declared  to  be  the  policy  of  the  Congress 

3  and  the  purpose  of  this  Act  to  improve  and  stimulate  the 

4  national  economy  in  general  and  the  small-business  segment 

5  thereof  in  particular  by  establishing  a  program  to  stimulate 

6  and  supplement  the  flow  of  private  equity  capital  and  long- 

7  term  loan  funds  which  small-business  concerns  need  for  the 
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sound  financing  of  their  business  operations  and  for  their 
growth,  expansion,  and  modernization,  and  which  are  not 
available  in  adequate  supply:  Provided,  however,  That  this 
policy  shall  be  carried  out  in  such  manner  as  to  insure  the 
maximum  participation  of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the  provisions 
of  this  Act  shall  be  so  administered  that  any  financial  as¬ 
sistance  provided  hereunder  shall  not  result  in  a  substantial 
increase  of  unemployment  in  any  area  of  the  country. 

DEFINITIONS 

Sec.  103.  (a)  As  used  in  this  Act — 

(1)  the  term  “Administration”  means  the  Small 
Business  Administration ; 

(2)  the  term  “Administrator”  means  the  Adminis¬ 
trator  of  the  Small  Business  Administration ; 

(3)  the  term  “company”  means  a  small  business 
investment  company  organized  as  provided  in  title  III; 

(4)  the  term  “United  States”  means  the  several 
States,  the  Territories  of  Alaska  and  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Commonwealth  of  Puerto 
Rico ; 

(5)  the  term  “small-business  concern”  shall  have 
the  same  meaning  as  in  the  Small  Business  Act  of  1953 ; 
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(6)  the  term  “investment  companies”  means  in¬ 
vestment  companies  as  defined  in  section  3  of  the  In¬ 
vestment  Company  Act  of  1940  which  are  subject  to 
the  provisions  of  that  Act ;  and 

(7)  the  term  “State  and  local  development  com¬ 
panies”  means  enterprises  incorporated  under  State  law 
with  the  authority  to  promote  and  assist  the  growth 
and  development  of  small-business  concerns  in  the  areas 
covered  by  their  operations. 

TITLE  II— SMALL  BUSINESS  INVESTMENT 
DIVISION  OF  THE  SMALL  BUSINESS  AD- 
MINISTKATION 

ESTABLISHMENT  OF  SMALL  BUSINESS  INVESTMENT 

DIVISION 

Sec.  201.  There  is  hereby  established  in  the  Small  Busi¬ 
ness  Administration  a  division  to  he  known  as  the  Small 
Business  Investment  Division.  The  Division  shall  be  headed 
by  a  Deputy  Administrator  who  shall  be  appointed  by  the 
Administrator,  and  shall  receive  compensation  at  the  rate 
provided  by  law  for  other  deputy  administrators  of  the  Small 
Business  Administration.  The  powers  conferred  by  this  Act 
upon  the  Administration  shall  he  exercised  by  the  Adminis¬ 
tration  through  the  Small  Business  Investment  Division,  and 
the  powers  herein  conferred  upon  the  Administrator  shall 
be  exercised  by  him  through  the  Deputy  Administrator  ap- 
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pointed  hereunder.  In  the  performance  of,  and  with  respect 
to  the  functions,  powers,  and  duties  vested  by  this  Act,  the 
Administrator  and  the  Administration  shall  (in  addition  to 
any  authority  otherwise  vested  by  this  Act)  have  the  func¬ 
tions,  powers,  and  duties  set  forth  in  the  Small  Business  Act 
of  1953,  and  the  provisions  of  sections  209  and  219  of  that 
Act,  insofar  as  applicable,  are  extended  to  apply  to  the 
functions  of  the  Administrator  and  the  Administration  under 
this  Act. 

PROVISION  OP  FUNDS 

Sec.  202.  (a)  In  order  to  finance  activities  as  provided 
in  section  203,  the  Administration  is  authorized  and  em¬ 
powered  to  issue  to  the  Secretary  of  the  Treasury  notes  and 
other  obligations  in  an  amount  not  exceeding  $250,000,000 
outstanding  at  any  one  time:  Provided,  That  the  total 
amount  of  such  notes  and  other  obligations  which  may  be 
outstanding  during  the  first  year  after  enactment  shall  not  ex¬ 
ceed  $50,000,000,  and  during  the  second  year  after  enact¬ 
ment  shall  not  exceed  $150,000,000.  Such  notes  and  other 
obligations  shall  be  in  such  forms  and  denominations,  have 
such  maturities,  and  be  subject  to  such  terms  and  conditions 
as  may  be  prescribed  by  the  Administration,  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury.  Such  notes  and 
other  obligations  shall  bear  interest  at  a  rate  determined  by 
the  Secretary  of  the  Treasury  which  shall  not  be  more  than 
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6  * 

the  current  average  yield  on  outstanding  marketable  obliga¬ 
tions  of  the  United  States  of  comparable  maturities  as  of  the 
last  day  of  the  month  preceding  the  issuance  of  such  notes  and 
other  obligations.  The  Secretary  of  the  Treasury  is  author¬ 
ized  to  purchase  any  notes  and  other  obligations  of  the  Ad¬ 
ministration  issued  hereunder  and  for  such  purpose  the  Secre¬ 
tary  of  the  Treasury  is  authorized  to  use  as  a  public  debt 
transaction  the  proceeds  from  the  sale  of  any  securities  issued 
under  the  Second  Liberty  Bond  x\ct,  as  amended,  and  the 
purposes  for  which  securities  may  be  issued  under  such  Aot 
are  extended  to  include  any  purchases  of  such  notes  and 
other  obligations.  The  Secretary  of  the  Treasury  may  at  any 
time  sell  any  of  the  notes  and  other  obligations  acquired  by 
him  under  this  section.  All  redemptions,  purchases,  and 
sales  by  the  Secretary  of  the  Treasury  of  such  notes  and 
other  obligations  shall  be  treated  as  public  debt  transactions 
of  the  United  States. 

(b)  Funds  borrowed  under  this  section  and  any  pro¬ 
ceeds  therefrom  shall  constitute  a  revolving  fund  which  may 
be  used  by  the  Administration  in  the  exercise  of  its  functions 
under  this  Act. 

(c)  There  are  hereby  authorized  to  be  appropriated 
such  sums  as  may  be  necessary  and  appropriate  for  the 
administrative  expenses  of  the  Administration. 
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1  PURPOSES  OF  REVOLVING  FUND 

2  Sec.  203.  The  Administration  is  authorized  to  use  its 

3  revolving  fund — 

4  ( 1 )  to  purchase  the  subordinated  debentures  of 

5  small  business  investment  companies  as  provided  in 

6  section  302  ; 

7  (2)  to  make  loans  to  small  business  investment 

8  companies  as  provided  in  section  303 ;  and 

9  (3)  to  make  loans  to  State  and  local  development 

10  companies  as  provided  in  sections  501  and  502. 

11  TITLE  III— SMALL  BUSINESS  INVESTMENT 

12  COMPANIES 

13  ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT 

14  COMPANIES 

15  Sec.  301.  (a)  Small  business  investment  companies 

16  may  be  formed  for  the  purpose  of  operating  under  this  Act 

17  by  any  number  of  persons,  not  less  than  ten,  who  shall  sub- 

18  scribe  to  the  articles  of  incorporation  of  any  such  company: 

19  Provided,  That  no  such  company  shall  be  chartered  under 

20  this  section  after  June  30,  1961. 

21  (b)  The  articles  of  incorporation  of  any  small  business 

22  investment  company  shall  specify  in  general  terms  the  objects 

23  for  which  the  company  is  formed,  the  name  assumed  by  such 

24  company,  the  area  or  areas  in  which  its  operations  are  to  be 
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carried  on,  the  place  where  its  principal  office  is  to  he  located, 
and  the  amount  and  classes  of  its  shares  of  capital  stock. 
Such  articles  may  contain  an}^  other  provisions  not  incon¬ 
sistent  with  this  Act  that  the  company  may  see  fit  to  adopt 
for  the  regulation  of  its  business  and  the  conduct  of  its 
affairs.  Such  articles  and  any  amendments  thereto  adopted 
from  time  to  time  shall  be  subject  to  the  approval  of  the 
Administration. 

(c)  The  articles  of  incorporation  and  amendments 
thereto  shall  be  forwarded  to  the  Administration  for  con¬ 
sideration  and  approval  or  disapproval.  In  determining 
whether  to  approve  the  establishment  of  such  a  company 
and  its  proposed  articles  of  incorporation,  the  Administration 
shall  give  due  regard,  among  other  things,  to  the  need  for 
the  financing  of  small-business  concerns  in  the  area  in  which 
the  proposed  company  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  company,  the 
number  of  such  companies  previously  organized  in  the 
United  States,  and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the  Administration  may 
in  its  discretion  approve  the  articles  of  incorporation  and 
issue  a  permit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the  company  shall 
become  and  be  a  body  corporate,  and  as  such,  and  in  the, 
name  designated  in  its  articles  shall  have  power — 
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(1)  to  adopt  and  use  a  corporate  seal; 

( 2 )  to  have  succession  for  a  period  of  thirty  years, 
unless  extended  as  provided  in  section  309  (f) ,  or 
unless  sooner  dissolved  bv  the  act  of  the  shareholders 
owning  two-thirds  of  the  stock  or  by  an  Act  of  Congress, 
or  unless  its  franchise  becomes  forfeited  by  some  viola¬ 
tion  of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in 
any  court  of  law  or  equity; 

(5)  by  its  board  of  directors,  to  appoint  such  offi¬ 
cers  and  employees  as  may  be  deemed  proper,  define 
their  authority  and  duties,  fix  their  compensation,  re¬ 
quire  bonds  of  such  of  them  as  it  deems  advisable  and 
fix  the  penalty  thereof,  dismiss  such  officers  or  employees, 
or  any  thereof,  at  pleasure,  and  appoint  others  to  fill 
their  places; 

( 6 )  to  adopt  bylaws  regulating  the  manner  in  which 
its  stock  shall  be  transferred,  its  officers  and  employees 
appointed,  its  property  transferred,  and  the  privileges 
granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject 
to  the  approval  of  the  Administration ; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any 
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property  (real,  personal,  or  mixed)  whenever  necessary 
or  appropriate  to  the  carrying  out  of  its  lawful  functions ; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United 
States  when  so  designated  by  the  Secretary  of  the 
Treasury ; 

(10)  to  operate  in  such  area  or  areas  as  may  be 
specified  in  its  articles  of  incorporation  and  approved 
by  the  Administration;  and 

(11)  to  exercise  the  other  powers  set  forth  in  this 
Act  and  such  incidental  powers  as  may  reasonably  be 
necessary  to  carry  on  the  business  for  which  the  company 
is  established. 

(e)  The  board  of  directors  of  each  small  business  invest¬ 
ment  company  shall  consist  of  nine  members  who  shall  be 
elected  annually  by  the  holders  of  the  shares  of  stock  of  the 
company. 

CAPITAL  STOCK  AND  SUBORDINATED  DEBENTURES 
Sec.  302.  (a)  Each  company  organized  under  this  Act 
shall  have  a  paid-in  capital  and  surplus  equal  to  at  least 
$300,000  before  it  shall  commence  business.  In  order  to 
facilitate  the  formation  of  small  business  investment  com¬ 
panies,  the  Administration  is  hereby  authorized,  notwith¬ 
standing  any  other  provisions  of  law,  to  purchase  the  deben¬ 
tures  of  any  such  company  in  an  amount  equal  to  not  more 
than  $150,000.  Any  debentures  purchased  by  the  Admin- 
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istration  under  this  subsection  shall  be  subordinate  to  any 
other  debenture  bonds,  promissory  notes,  or  other  obligations 
which  may  be  issued  by  such  companies,  and  shall  be  deemed 
a  part  of  the  capital  and  surplus  of  such  companies  for 
purposes  of  this  section  and  sections  303  (b)  and  306  of 
this  Act. 

(b)  The  shares  of  stock  in  any  small  business  invest¬ 
ment  company  shall  be  eligible  for  purchase  by  member 
banks  of  the  Federal  Reserve  System,  nonmember  insured 
banks,  financial  institutions,  insurance  companies,  corpora¬ 
tions,  partnerships,  or  other  persons.  In  no  event  shall  any 
member  bank  of  the  Federal  Reserve  System  or  any  non¬ 
member  insured  bank  bold  such  shares  in  small  business 
investment  companies  in  an  amount  aggregating  more  than 
1  percent  of  the  capital  and  surplus  of  such  bank. 

(c)  The  aggregate  amount  of  shares  in  any  such  com¬ 
pany  or  companies  which  may  be  owned  or  controlled  by 
any  stockholder,  or  by  any  group  or  class  of  stockholders, 
may  be  limited  by  the  Administration. 

BORROWING  POWER 

Sec.  303.  (a)  Each  small  business  investment  company 
shall  have  authority  to  borrow  money  and  to  issue  its 
debenture  bonds,  promissory  notes,  or  other  obbgations  under 
such  general  conditions  and  subject  to  such  limitations  and 
regulations  as  the  Administration  may  prescribe. 
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(b)  To  encourage  the  formation  and  growth  of  small 
business  investment  companies,  the  Administration  is 
authorized  to  lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shall  bear  interest  at  such 
rate,  and  contain  such  other  terms,  as  the  Administration 
may  fix.  The  total  amount  of  obligations  purchased  and 
outstanding  at  any  one  time  by  the  Administration  under  this 
subsection  in  any  one  company  shall  not  exceed  50  percent 
of  the  paid-in  capital  and  surplus  of  such  company. 

PEO  VISION  OF  EQUITY  CAPITAL  FOE  SMALL-BUSINESS 

CONCEENS 

Sec.  304.  (a)  It  shall  be  a  primary  function  of  each 
small  business  investment  company  to  provide  a  source  of 
needed  equity  capital  for  small-business  concerns  in  the  man¬ 
ner  and  subject  to  the  conditions  described  in  this  section. 

(b)  Capital  shall  be  provided  by  a  company  to  a  small- 
business  concern  under  this  section  only  through  the  purchase 
of  debenture  bonds  (of  such  concern)  which  shall — 

(1)  bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  company  may  fix  with  the  approval 
of  the  Administration; 

( 2 )  be  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest;  and 

(3)  be  convertible  at  the  option  of  the  company, 
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or  a  holder  in  due  course,  up  to  and  including  the 
effective  date  of  any  call  by  the  issuer,  into  stock  of 
the  small-business  concern  at  the  sound  book  value  of 
such  stock  determined  at  the  time  of  the  issuance  of  the 
debentures. 

(c)  Before  any  capital  is  provided  to  a  small-business 
concern  under  this  section — 

( 1 )  the  company  may  require  such  concern  to 
refinance  any  or  all  of  its  outstanding  indebtedness  so 
that  the  company  is  the  onty  holder  of  any  evidence  of 
indebtedness  of  such  concern;  and 

(2)  except  as  provided  in  regulations  issued  by 
the  Administration,  such  concern  shall  agree  that  it  will 
not  thereafter  incur  any  indebtedness  without  first  se¬ 
curing  the  approval  of  the  company  and  giving  the 
company  the  first  opportunity  to  finance  such  indebted¬ 
ness. 

(d)  Whenever  a  company  provides  capital  to  a  small- 
business  concern  under  this  section,  such  concern  shall  be 
required  to  become  a  stockholder-proprietor  of  the  company 
by  investing  in  the  capital  stock  of  the  company,  in  an 
amount  equal  to  not  less  than  2  percent  nor  more  than 
5  percent  of  the  amount  of  the  capital  so  provided,  in  accord¬ 
ance  with  regulations  prescribed  by  the  Administrator;  ex- 
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ccpt  that  the  Administrator  may  by  regulation  permit  any 
such  concern  to  defer  the  purchase  of  such  stock  for  a  period 
of  not  to  exceed  three  years. 

LONG-TERM  LOANS  TO  SMALL-BTJSINESS  CONCERNS 
Sec.  305.  (a)  Each  company  is  authorized  to  make 
loans,  in  the  manner  and  subject  to  the  conditions  described 
in  this  section,  to  incorporated  and  unincorporated  small- 
business  concerns  in  order  to  provide  such  concerns  with 
funds  needed  for  sound  financing,  growth,  modernization, 
and  expansion. 

(b)  Loans  made  under  this  section  may  be  made 
directly  or  in  cooperation  with  other  lending  institutions 
through  agreements  to  participate  on  an  immediate  or 
deferred  basis. 

(c)  The  maximum  rate  of  interest  for  the  company’s 
share  of  any  loan  made  under  this  section  shall  be  deter¬ 
mined  by  the  Administration. 

(d)  Any  loan  made  under  this  section  shall  have  a  ma¬ 
turity  not  exceeding  twenty  years. 

(e)  Any  loan  made  under  this  section  shall  be  of  such 
sound  value,  or  so  secured,  as  reasonably  to  assure  repay¬ 
ment. 

(f)  Any  company  which  has  made  a  loan  to  a  small- 
business  concern  under  this  section  is  authorized  to  extend 
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the  maturity  of  or  renew  such  loan  for  additional  periods,  not 
exceeding  ten  years,  if  the  company  finds  that  such  extension 
or  renewal  will  aid  in  the  orderly  liquidation  of  such  loan. 

AGGREGATE  LIMITATIONS 

Sec.  306.  Without  the  approval  of  the  Administration, 
the  aggregate  amount  of  obligations  and  securities  acquired 
and  for  which  commitments  may  be  issued  by  any  small 
business  investment  company  under  the  provisions  of  this 
Act  for  any  single  enterprise  shall  not  exceed  20  percent  of 
the  combined  capital  and  surplus  of  such  small  business 
investment  company  authorized  by  this  Act. 

EXEMPTIONS 

Sec.  307.  (a)  Section  3  of  the  Securities  Act  of  1933, 
as  amended  (15  U.  S.  C.  77c),  is  hereby  amended  by  in¬ 
serting  at  the  end  thereof  the  following  new  subsection  (c)  : 

“(c)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in 
the  public  interest  and  for  the  protection  of  investors.” 
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1  (b)  Section  304  of  the  Trust  Indenture  Act  of  1939 

2  (15  U.  S.  0.  77ddd)  is  hereby  amended  by  adding  the 

3  following  subsection  (e)  : 

4  “(e)  The  Commission  may  from  time  to  time  by  its 

5  rules  and  regulations,  and  subject  to  such  terms  and  condi- 

6  tions  as  may  be  prescribed  herein,  add  to  the  securities 

7  exempted  as  provided  in  this  section  any  class  of  securities 

8  issued  by  a  small  business  investment  company  under  the 

9  Small  Business  Investment  Act  of  1958  if  it  finds,  having 

10  regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 

11  this  Act  with  respect  to  such  securities  is  not  necessary  in 

12  the  public  interest  and  for  the  protection  of  investors.” 

13  (c)  Section  18  of  the  Investment  Company  Act  of 

14  1940  (15  U.  S.  C.  80a)  is  amended  by  adding  at  the  end 

15  thereof  the  following: 

16  “(k)  The  provisions  of  subparagraphs  (A)  and  (B)  of 

17  paragraph  (1)  of  subsection  (a)  of  this  section  shall  not 

18  apply  to  investment  companies  operating  under  the  Small 

19  Business  Investment  Act  of  1958.” 

20  MISCELLANEOUS 

21  Sec.  308.  (a)  Wherever  practicable  the  operations  of 

22  a  small  business  investment  company,  including  the  genera- 

23  tion  of  business,  may  be  undertaken  in  cooperation  with 

24  banks  or  other  financial  institutions,  and  any  servicing  or 

25  initial  investigation  required  for  loans  or  acquisitions  of 
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securities  by  the  company  under  the  provisions  of  this  Act 
may  be  handled  through  such  banks  or  other  financial 
institutions  on  a  fee  basis.  Any  small  business  investment 
company  may  receive  fees  for  services  rendered  to  banks  or 
other  financial  institutions. 

(b)  Each  small  business  investment  company  may  make 
use,  wherever  practicable,  of  the  advisory  services  of  the 
Federal  Reserve  System  and  of  the  Department  of  Commerce 
which  are  available  for  and  useful  to  industrial  and  com¬ 
mercial  businesses,  and  may  provide  consulting  and  advisory 
services  on  a  fee  basis  and  have  on  its  staff  persons  competent 
to  provide  such  services.  Any  Federal  Reserve  bank  is  au¬ 
thorized  to  act  as  a  depository  or  fiscal  agent  for  any  com¬ 
pany  organized  under  this  Act.  Such  companies  may  invest 
funds  not  reasonably  needed  for  their  current  operations  in 
direct  obligations  of,  or  obligations  guaranteed  as  to  principal 
and  interest  by,  the  United  States. 

(c)  The  Administration  is  authorized  to  prescribe  regu¬ 
lations  governing  the  operations  of  small  business  investment 
companies,  and  to  carry  out  the  provisions  of  this  Act,  in  ac¬ 
cordance  with  the  purposes  of  this  Act.  Each  small  business 
investment  company  shall  be  subject  to  examinations  made 
by  direction  of  the  Administration  by  examiners  selected  or 
approved  by  the  Administration,  and  the  cost  of  such  exam¬ 
inations,  including  the  compensation  of  the  examiners,  may 
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in  the  discretion  of  the  Administration  be  assessed  against  the 
company  examined  and  when  so  assessed  shall  be  paid  by 
such  company.  Every  such  company  shall  make  such  re¬ 
ports  to  the  Administration  at  such  times  and  in  such  form  as 
the  Administration  may  require;  except  that  the  Adminis¬ 
tration  is  authorized  to  exempt  from  making  such  reports 
any  such  company  which  is  registered  under  the  Investment 
Company  Act  of  1940  to  the  extent  necessary  to  avoid 
duplication  in  reporting  requirements. 

(d)  Should  any  small  business  investment  company  vio¬ 
late  or  fail  to  comply  with  any  of  the  provisions  of  this  Act 
or  of  regulations  prescribed  hereunder,  all  of  its  rights,  privi¬ 
leges,  and  franchises  derived  therefrom  may  thereby  be  for¬ 
feited.  Before  any  such  company  shall  be  declared  dissolved, 
or  its  rights,  privileges,  and  franchises  forfeited,  any  non- 
compliance  with  or  violation  of  this  Act  shall  be  determined 
and  adjudged  by  a  court  of  the  United  States  of  competent 
jurisdiction  in  a  suit  brought  for  that  purpose  in  the  district, 
territory,  or  other  place  subject  to  the  jurisdiction  of  the 
United  States,  in  which  the  principal  office  of  such  company 
is  located.  Any  such  suit  shall  be  brought  by  the  United 
States  at  the  instance  of  the  Administration  or  the  Attorney 
General. 

(e)  Whenever  in  the  judgment  of  the  Administra¬ 
tion  any  person  has  engaged  or  is  about  to  engage  in  any 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


19 


acts  or  practices  which  constitute  or  will  constitute  a  viola¬ 
tion  of  any  provision  of  this  Act  or  of  any  regulation  there¬ 
under,  the  Administration  may  make  application  to  the 
proper  district  court  of  the  United  States,  or  a  United 
States  court  of  any  Territory  or  other  place  subject  to  the 
jurisdiction  of  the  United  States,  for  an  order  enjoining  such 
acts  or  practices,  or  for  an  order  enforcing  compliance  with 
such  provision,  or  regulation,  and  such  courts  shall  have 
jurisdiction  of  such  actions  and,  upon  a  showing  by  the  Ad¬ 
ministration  that  such  person  has  engaged  or  is  about  to 
engage  in  any  such  acts  or  practices,  a  permanent  or  tem¬ 
porary  injunction,  restraining  order,  or  other  order,  shall 
be  granted  without  bond. 

(f)  Any  small  business  investment  company  may  at  any 
time  within  the  two  years  next  previous  to  the  date  of  the 
expiration  of  its  corporate  existence,  by  a  vote  of  the  share¬ 
holders  owning  two-thirds  of  its  stock,  apply  to  the  Admin¬ 
istration  for  approval  to  extend  the  period  of  its  corporate  ex¬ 
istence  for  a  term  of  not  more  than  thirty  years,  and  upon 
approval  of  the  Administration,  as  provided  in  section  301 
hereof,  such  company  shall  have  its  corporate  existence  ex¬ 
tended  for  such  approved  period  unless  sooner  dissolved  by 
the  act  of  the  shareholders  owning  two-thirds  of  its  stock, 
or  by  an  Act  of  Congress,  or  unless  its  franchise  becomes 
forfeited  as  herein  provided. 
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(g)  Nothing  in  this  Act  or  in  any  other  provision  of 
law  shall  be  deemed  to  impose  any  liability  on  the  United 
States  with  respect  to  any  obligations  entered  into,  or  stocks 
issued,  or  commitments  made,  by  any  company  organized 
under  this  Act. 

APPROVING  STATE  CHARTERED  COMPANIES  FOR 
OPERATIONS  UNDER  THIS  ACT 
Sec.  309.  Any  investment  company  chartered  under  the 
laws  of  any  State  expressly  for  the  purpose  of  operating 
under  this  Act  may  with  the  approval  of  the  Administrator 
he  permitted  to  operate  under  the  provisions  of  this  Act. 
Upon  such  approval,  which  shall  be  given  with  due  regard 
to  the  factors  specified  in  section  301  (c)  with  respect  to 
organization  of  small  business  investment  companies,  such 
State  investment  company  shall  have  the  same  powers  and 
privileges  and  shall  be  subject  to  the  same  duties,  liabilities, 
and  regulations,  in  all  respects,  as  are  prescribed  by  this  Act 
for  companies  organized  under  section  301  as  small  business 
investment  companies. 

TITLE  IV— CONVERSION  OE  STATE  CHARTERED 
INVESTMENT  COMPANIES  AND  STATE  DE¬ 
VELOPMENT  COMPANIES 

Sec.  401.  (a)  Prior  to  July  1,  1961,  any  investment 
company  or  any  State  development  company  ma}^,  by  the 
vote  of  the  shareholders  owning  not  less  than  51  percent  of 
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the  capital  stock  of  such  company,  with  the  approval  of  the 
Administration,  be  converted  into  a  small  business  invest¬ 
ment  company  under  this  Act;  except  that  nothing  contained 
herein  shall  he  construed  to  supersede  the  laws  of  any  State. 

(b)  In  such  case  the  articles  of  association  and  organi¬ 
zation  certificate  may  be  executed  by  a  majority  of  the 
directors  of  the  corporation,  and  the  certificate  shall  declare 
that  the  owners  of  51  percent  of  the  capital  stock  have 
authorized  the  directors  to  make  such  certificate  and  to 
change  or  convert  the  corporation  into  a  small  business  in¬ 
vestment  company.  A  majority  of  the  directors,  after  exe¬ 
cuting  the  articles  of  association  and  the  organization  certifi¬ 
cate,  shall  have  power  to  execute  all  other  papers  and  to 
do  whatever  may  be  required  to  make  its  organization  per¬ 
fect  and  complete  as  a  small  business  investment  company. 
The  shares  of  any  such  company  may  continue  to  be  for  the 
same  amount  each  as  they  were  before  the  conversion,  and 
the  directors,  regardless  of  number,  may  continue  to  be 
directors  of  the  corporation  until  the  election  of  the  board 
of  directors  is  held  in  accordance  with  regulations  of  the 
Administration. 

(c)  When  the  Administration  has  given  to  such  com¬ 
pany  a  certificate  that  the  provisions  of  this  Act  have  been 
complied  with,  such  company  shall  have  the  same  powers  and 
privileges  and  shall  be  subject  to  the  same  duties,  liabilities, 
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and  regulations,  in  all  respects,  as  are  prescribed  by  this 
Act  for  companies  originally  organized  as  small  business 
investment  companies. 

TITLE  V— LOANS  TO  STATE  AND  LOCAL  DE¬ 
VELOPMENT  COMPANIES 

Sec.  501.  (a)  The  Administration  is  authorized  to 
make  loans  to  State  and  local  development  companies  to 
assist  in  carrying  out  the  purposes  of  this  Act;  except  that 
no  such  loan  shall  be  made  to  any  local  development  company 
after  June  30,  1961.  Any  funds  advanced  under  this  sub¬ 
section  shall  be  in  exchange  for  obligations  of  the  develop¬ 
ment  company  which  bear  interest  at  such  rate,  and  contain 
such  other  terms,  as  the  Administration  may  fix,  and  funds 
may  be  so  advanced  without  regard  to  the  use  and  investment 
by  the  development  company  of  funds  secured  by  it  from 
other  sources. 

(b)  The  total  amount  of  obligations  purchased  and  out¬ 
standing  at  any  one  time  by  the  Administration  under  this 
section  from  any  one  State  or  local  development  company 
shall  not  exceed  the  total  amount  borrowed  by  it  from  all 
other  sources. 

Sec.  502.  The  Administration  may,  in  addition  to  its 
authority  under  section  501,  make  loans  for  plant  construc¬ 
tion,  conversion  or  expansion,  including  the  acquisition  of 
land,  to  State  and  local  development  companies,  and  such 
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loans  may  he  made  or  effected  either  directly  or  in  coopera¬ 
tion  with  banks  or  other  lending  institutions  through  agree¬ 
ments  to  participate  on  an  immediate  or  deferred  basis :  Pro¬ 
vided,  however,  That  the  foregoing  powers  shall  be  subject  to 
the  following  restrictions  and  limitations: 

(1)  All  loans  made  shall  be  so  secured  as  reasonably 
to  assure  repayment.  In  agreements  to  participate  in  loans 
on  a  deferred  basis  under  this  subsection,  such  participation 
by  the  Administration  shall  not  be  in  excess  of  90  per  centum 
of  the  balance  of  the  loan  outstanding  at  the  time  of  dis¬ 
bursement. 

(2)  The  proceeds  of  any  such  loan  shall  be  used  solely 
by  such  borrower  to  assist  an  identifiable  small-business  con¬ 
cern  and  for  a  sound  business  purpose  approved  by  the 
Administration. 

(3)  Loans  made  by  the  Administration  under  this  sec¬ 
tion  shall  be  limited  to  $250,000  for  each  such  identifiable 
small-business  concern. 

(4)  Any  development  company  assisted  under  this  sec¬ 
tion  must  meet  criteria  established  by  the  Administration,  in¬ 
cluding  the  extent  of  participation  to  be  required  or  amount 
of  paid-in  capital  to  be  used  in  each  instance  as  is  determined 
to  be  reasonable  by  the  Administration. 

(5)  No  loans,  including  extensions  or  renewals  thereof, 
shall  be  made  by  the  Administration  for  a  period  or  periods 
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1  exceeding  ten  years  plus  such  additional  period  as  is  estimated 

2  may  be  required  to  complete  construction,  conversion,  or 

3  expansion,  but  the  Administration  may  extend  the  maturity 

4  of  or  renew  any  loan  made  pursuant  to  this  section  beyond 

5  the  period  stated  for  additional  periods,  not  to  exceed  ten 

6  years,  if  such  extension  or  renewal  will  aid  in  the  orderly 

7  liquidation  of  such  loan.  Any  such  loan  shall  bear  interest 

8  at  a  rate  fixed  by  the  Administration. 

9  (6)  No  loan  shall  be  made  under  this  section  to  any 

10  local  development  company  after  June  30,  1961. 

11  TITLE  VI— CHANGES  IN  FEDERAL  RESERVE 

12  AUTHORITY 

13  REPEAL  OF  SECTION  13b  OF  THE  FEDERAL  RESERVE  ACT 

14  Sec.  601.  Effective  one  year  after  the  date  of  enact- 

15  ment  of  this  Act,  section  13b  of  the  Federal  Reserve  Act 

16  (12  U.  S.  C.  352a)  is  hereby  repealed;  but  such  repeal 
11  shall  not  affect  the  power  of  any  Federal  Reserve  bank 

18  to  carry  out,  or  protect  its  interest  imder,  any  agreement 

19  theretofore  made  or  transaction  entered  into  in  carrying  on 

20  operations  under  that  section. 

21  FUND  FOR  MANAGEMENT  COUNSELING 

22  Sec.  602.  (a)  Within  sixty  days  after  the  enactment 

23  of  this  Act,  each  Federal  Reserve  bank  shall  pay  to  the 

24  United  States  the  aggregate  amount  which  the  Secretary 

25  of  the  Treasury  has  heretofore  paid  to  such  bank  under  the 
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1  provisions  of  section  13b  of  the  Federal  Reserve  Act;  and 

2  such  payment  shall  constitute  a  full  discharge  of  any  obliga- 

3  tion  or  liability  of  the  Federal  Reserve  bank  to  the  United 

4  States  or  to  the  Secretary  of  the  Treasury  arising  out  of  sub- 

5  section  (e)  of  said  section  13b  or  out  of  any  agreement 

6  thereunder. 

7  (b)  The  amounts  repaid  to  the  United  States  pursuant 

8  to  subsection  (a)  of  this  section  shall  be  covered  into  a  spe- 

9  cial  fund  in  the  Treasury  which  shall  be  available  for  grants 

10  under  section  207  (c)  of  the  Small  Business  Act  of  1953. 

« 

11  Any  remaining  balance  of  funds  set  aside  in  the  Treasury  for 

12  payments  under  section  13b  of  the  Federal  Reserve  Act  shall 

13  be  covered  into  the  Treasury  as  miscellaneous  receipts. 

14  (c)  Section  207  of  the  Small  Business  Act  of  1953  is 

15  amended  by  adding  at  the  end  thereof  a  new  subsection  as 

16  follows : 

17  “(c)  The  Administration  also  is  empowered  to  make 

18  grants  to  any  State  government,  or  any  agency  thereof, 

19  State  chartered  development  credit  or  finance  corporations, 

20  land-grant  colleges  and  universities,  and  colleges  and  schools 

21  of  business,  engineering,  commerce,  or  agricultural  studies, 

22  research,  and  counseling  concerning  the  managing,  financing, 

23  and  operation  of  small-business  enterprises  and  technical 

24  and  statistical  information  necessary  thereto  in  order  to  carry 

25  out  the  purposes  of  subsection  (b)  (4)  of  this  section  by 
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coordinating  such  information  with  existing  information  fa¬ 
cilities  within  the  State  and  by  making  such  information 
available  to  State  and  local  agencies.  Only  one  such  grant 
shall  be  made  within  any  one  State  in  any  one  year,  and  no 
such  grant  shall  exceed  an  aggregate  amount  of  $40,000. 
Such  grants  shall  be  made  from  the  fund  established  in  the 
Treasury  by  section  602  (b)  of  the  Small  Business  Invest¬ 
ment  Act  of  1958.” 

TITLE  VII— CRIMINAL  PENALTIES 

Sec.  701.  (a)  The  first  paragraph  of  section  217  of 
title  18,  United  States  Code,  is  amended  by  inserting  after 
“farm  credit  examiner,”  the  following:  “or  of  any  small 
business  investment  company,”. 

(b)  Section  218  of  such  title  is  amended  by  inserting 
after  “National  Agricultural  Credit  Corporations,”  the  fol¬ 
lowing:  “or  an  examiner  of  small  business  investment 
companies,”. 

Sec.  702.  (a)  The  first  paragraph  of  section  221  of 
title  18,  United  States  Code,  is  amended  by  inserting  after 
“United  States,”  the  following:  “or  a  small  business  invest¬ 
ment  company,”. 

(b)  The  second  paragraph  of  such  section  221  is 
amended  by  inserting  after  “Congress,”  the  following:  “or 
any  small  business  investment  company,”. 

(c)  The  heading  of  such  section  221  is  amended  by 
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striking  out  “farm  loan  or  land  bank”  and  inserting  in  lieu 
thereof  “farm  loan,  land  bank,  or  small  business”. 

(d)  The  table  of  sections  for  chapter  11  of  such  title  18 
is  amended  by  striking  out  “farm  loan  or  land  bank”  in  the 
reference  to  section  221  and  inserting  in  lieu  thereof  “farm 
loan,  land  bank,  or  small  business”. 

Sec.  703.  Section  657  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “Federal  Savings  and  Loan 
Insurance  Corporation,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,”. 

Sec.  704.  Section  1006  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “Federal  Savings  and  Loan 
Insurance  Corporation,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,”. 

Sec.  705.  Section  1014  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “a  Federal  Reserve  bank,” 
the  following:  “or  of  a  small  business  investment  company,”. 

Passed  the  Senate  June  9,  1958. 

Attest:  FELTON  M.  JOHNSTON, 

Secretary. 
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TRANSPORTATION.  The  Rules  Committee  granted  an  open  rule  with  2  hours  debat< 
on  H,  R.  12832,  to  amend  the  Interstate  Commerce  Act  so  as  to  strengthen 
improve  the  national  transportation  system,  pp.  11103,  D594 

Rep.  Rogers,  Fla.,  urged  adoption  of  a  Senate  amendment  to  H.  R.  1-  >5,  the 
ise-tax  rate  extension  bill,  which  would  repeal  the  tax  on  transpoj  ation, 
p. *  *1064 

SMALL  BUSINESS.  The  Banking  and  Currency  Committee  ordered  reported  with  amend¬ 
ment  S,  3651,  to  make  equity  capital  and  long-term  credit  more  readily  avail¬ 
able  for  small-business  concerns,  p.  D593 

Rep. 


Defounian  inserted  a  constituents  s  letter  commendix 

Small  Business  Administration,  pp.  11100-01 


the  work  of  the 


) 


6,  PROPERTY.  The  Government  Operations  Committee  ordered  reported  H.  R.  12165, 

to  extend  for  2  years  the  period  for  which  payments  in/lieu  of  taxes  may  be 
made  on  certain  re\j  property  transferred  by  RFC  to  9ther  Government  agencies, 
p.  D593 

7,  PUBLIC  WORKS.  Agreed  t<$\the  conference  report  o n/S,  3910,  the  rivers  and 

harbors,  and  flood  control  authorization  bill.  /The  Senate  had  agreed  to  the 
report  earlier.  This  bill\j7ill  now  be  sent  tp  the  President,  pp.  11094-96, 
11022-25 


8.  RECLAMATION.  The  "Daily  Digest’X states  follows:  "Committee  on  Interior 

and  Insular  Affairs:  Considered\and  began  reading  for  amendment  H,  R,  594, 
to  authorize  the  construction,  operation,  and  maintenance  of  the  Fryingpan- 
Arkansas  project,  Colorado.  Thereafter  rejected  by  a  vote  of  15-5  a  motion  to 
recommit  the  bill  to  Subcommittee  oh  irrigation  and  Reclamation.  A  point  of 
order  was  then  made  and  sustaine^/of  no^ quorum  and  meeting  was  adjourned." 
p.  D593 

9.  BUILDING  SPACE,  Agreed  to  a  tfbncutrent  resolution,  S.  Con.  Res.  95,  authorizing 

the  correction  of  an  error  j&xi  the  enroiimentNaf  S,  2533,  to  authorize  GSA  to 
lease  space  for  Federal  aj^encies  for  periods  nb£  exceeding  10  years,  p.  11097 

*0.  NATURAL  RESOURCES.  Cotu&rred  in  the  Senate  amendments  to  H.  R.  8054,  to  pro¬ 
vide  for  the  leasingyOf  oil  and  gas  deposits  in  lands  beneath  nentidal  navigable 
waters  in  Alaska,  JPnis  bill  will  now  be  sent  to  theNf resident .  pp.  11097- 
11100 


11.  WHEAT.  Rep.  Mi 
1959  -  Lebanon 

p.  11101 


inserted  a  newspaper  article,  "Wbeatgro^ers  Favor  Quotas  for 
County  Farmers,  in  Light  Ballot,  Vote  No  on  controls  Issue." 


12.  WILDLIFE.  /Both  Houses  received  from  Interior  a  proposed  bill  "th  revise  the 

Alaska  game  law  and  to  provide  for  the  protection  of  marine  mammals  on  and  off 
the  c^t  of  Alaska";  to  Interior  and  Insular  Affairs  Committees,  pp,  10996, 
11101 


13.  LEGISLATIVE  PROGRAM.  Rep.  McCormack  announced  that  after  consideration  hf  the 
:arm  bill,  the  omnibus  transportation  bill,  H.  R.  12832,  will  be  considered 
under  suspension  of  the  rules.  He  also  announced  that  H.  R.  4504,  to  imprhye 
marketing  facilities  for  perishable  commodities,.  has  been  taken  -off  the  pro¬ 
gram  and  will  not  be  considered  this  week,  p.  11088 
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HIGHLIGHTS:  House  Rules  Committed  cleared  farm  bifi.  To  be  debated  today.  Senate 
committee  ordered  reported  bill  /tor  increased  industrial  uses  of  farm  products. 
Senate  committee  reported  meagre  to  extend  special  ml^k  program  for  60  days. 

House  committee  ordered  reported  food  stamp  bill.  Sen.Xuumphrey  spoke  against  Sen-v 
ate  Committee  farm  bill.  B/oth  Houses  adopted  conference \eport  on  State-Justice 
appropriation  bill.  Rep.yQuie  introduced  and  discussed  measure  to  extend  special 
milk  program  for  90  days 


HOUSE 


1.  FARM  PROGRAM.  Tae  Rules  Committee  granted  an  open  rule  with  5  rcours  of  debate 
and  waiving  obints  of  order  against  H.  R.  12954,  the  omnibus  farto  bill.  Rep. 
McCormack  announced  that  debate  on  the  bill  will  begin  today,  Jun\26.  pp. 
11106,  D594,  11088 


2.  FOOD  STAMPS,  The  Agriculture  Committee  ordered  reported  H.  R.  13054,  t\  direct 
the  Secretary  to  establish  a  food  stamp  plan.  p.  D593 


3.  APPROPRIATIONS.  Agreed  to  the  conference  report  on  H.  R.  12428,  the  State- 

istice  appropriation  bill  for  1959,  and  acted  on  amendments  in  disagreement^, 
rp,  11065 

Conferees  were  appointed  on  H.  R.  11645,  the  Labor-HEW  appropriation  bill  foi 
1959.  Senate  conferees  were  appointed  June  20.  p.  11063 


p  «>.UU-V  U. 

r  •  «*  -  .  :  r  } 


-  2  - 


JAFOREIGN  TRADE;  SURPLUS  COMMODITIES.  Several  Representatives  urged  early  consid- 
sration  of  legislation  for  the  extension  of  Public  Law  480.  Rep.  Cooley  and 
>age  indicated  the  measure  would  require  further  study,  particularly  with  r« 
to  the  barter  provision.  Rep.  McCormack  expressed  concern  with  the  +&- 
of  surplus  disposals  on  our  relations  with  friendly  countries.  pp( 
11485^6,  11487-490,  11542-43 

4.  SMALL  BUSINESS.  The  Banking  and  Currency  Committee  reported  witlT  amendment 

S.  3651,  to  make  equity  capital  and  long-term  credit  more  readily  available  for 
small  business  concerns  (H.  Rept.  2060) ,  p.  11551 


TRANS  PORTATION.X  The  Merchant  Marine  and  Fisheries  Committee  reported  without 
amendment  H.  R.\2751,  to  extend  the  provisions  of  the  Shipping  Act  of  1916 
relating  to  dual\ate  contract  arrangements  (Ho  Rept.  205 >¥)•  P*  11^51 
Rep.  Harris  inserted  the  text,  as  passed  by  the  House, /of  H.  R.  12832, 
the  omnibus  transportation  bill.  He  stated  the  text  of/*he  bill  appearing  in 
the  June  27  Record  wa\not  complete,  pp.  11500-502 

FLOOD  CONTROL.  A  subcommittee  of  the  Public  Works  permittee  ordered  reported 
H.  R.  9924,  to  grant  the  consent  of  Congress  to  ^/compact  between  Conn,  and 
Mass,  relating  to  flood  control,  p.  D614 


SENATE 


/(on  June  28J 

ia  an  orii 


7.  FARM  PROGRAM.  The  Agriculture  andVorestr^ Committee  reported/  an  original 

bill,  S.  4071,  to  provide  price,  pr^duej^on  adjustment,  and  marketing  programs 
for  various  commodities  (S.  Rept.  17o6)a  p.  11398 

8.  STATEHOOD.  Passed  without  amendment^;  64N;o  20,  H.  R.  7999,  to  admit  Alaska 

into  the  Union  as  a  State.  This  1*111  wirV  now  be  sent  to  the  President, 
pp.  11400,  11403-6,  11416-19,  U421-6,  1142^-38,  11443-70 

9.  TRANSPORTATION.  Senate  conferees  were  appointed  on  S.  3778,  the  omnibus  trans¬ 

portation  bill.  House  conferees  have  been  apptftoted.  pp.  11426-8 

iVj.  MONOPOLIES.  The  Judiciary  Committee  ordered  reported  without  amendment  s»  721, 
to  expedite  the  enforcement  of  Clayton  Act  cease  and\desist  orders,  p. 

11.  RESEARCH.  Sens.  El  Lender  and  Proxmire  were  added  as  co\>onsors  to  S.  t0 

create  an  Agricultural  Research  and  Industrial  Borad  to  Inordinate  researc 
into  new  industrial  uses  for  farm  crops,  p.  11399 

12.  SMALL  BUSINESS*  H.  R.  7963,  to  extend  the  Small  Business  Act\?Nf  19^  aad  in¬ 

crease  the  Rb A  loan  authority,  was  made  the  pending  business.  \P.  I 

13.  FOREIGN  D.  Sen.  Bridges  urged  that  Poland  not  be  given  foreign  aid. 

p.  114^ 

14.  SURMIS  PROPERTY.  Sen.  Thye  urged  enactment  of  S.  1318,  to  Prov*d*; J^nts'for 
fJe  donation  of  Federal  surplus  property  to  State  ^ndMJocalr^^^ation\ 
Recreational  purposes,  and  inserted  a  letter  from  the  Minn.  Conservati 

Commissioner  supporting  the  bill.  p.  11471 

C  WATER  RESOURCES.  Sen.  Watkins  inserted  a  speech  by  a  water  attorney.  Current 
Developments  in  Water  Law."  pp.  11471-7 
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HIGHLIGHTS:  Senate  committee  reportei/omnibuk  farm  bill.  House  passed  bill  to 

extend  special  milk  program  for  3  years.  House\concurred  in  Senate  amendment  to 
bill  to  extend  special  livestock  lq*m  authority. N. Several  Representatives  urged 
extension  of  Public  Lav?  480.  Sen./ Jackson  introduced  and  discussed  measure  to 
provide  food  and  fiber  stockpiling  program.  Rep,  cXad  introduced  and  discussed 
bill  to  extend  Public  Law  430. 


HOUSE 


1.  MILK.  Passed  without  amendment,  327  to  1,  S.  3342,  to  exterVd  the  special  milk 
program  for  chil/aren  for  3  years,  from  July  1,  1958,  throughVTune  30,  1961. 

The  bill  autho/izes  use  of  up  to  $75  million  of  CCC  funds  for^each  of  the  3 
years  to  increase  the  consumption  of  fluid  milk  by  children  in  nonprofit 
schools  of  /igh-school  grade  and  under,  and  in  nonprofit  nursery\chools,  child* 
care  centers,  settlement  houses,  summer  camps,  and  similar  nonprofit  institu¬ 
tions  demoted  to  the  care  and  training  of  children;  and  provides  that  funds  ex- 
pended/ror  this  purpose  shall  not  be  considered  as  amounts  expended  for  the 
purpose  of  carrying  out  the  price- support  program.  This  bill  will  now\e  sent 
to  the  President,  pp.  11483-492 

L//EST0CK  LOANS.  Concurred  in  the  Senate  amendment  to  H.  R.  11424,  to  extent 
for  2  years,  through  July  14,  1961,  the  authority  of  the  Secretary  to  make 
supplementary  advances  to  borrowers  for  special  livestock  loans.  This  bill 
will  now  be  sent  to  the  President,  pp.  11492 


85th  Congress  )  HOUSE  OF  REPRESENT ATIYES  j  Report 
2d  Session  |  1  No.  2060 


SMALL  BUSINESS  INVESTMENT  ACT  OF  1958 


June  30,  1958.— Committed  to  the  Committee  of  the  Whole  House  on  the  State 
of  the  Union  and  ordered  to  be  printed 


iMr.  Spence,  from  the  Committee  on  Banking  and  Currency,  submitted 

the  following 

REPORT 

[To  accompany  S.  3651] 


The  Committee  on  Banking  and  Currency,  to  whom  was  referred 
the  bill  (S.  3651)  to  make  equity  capital  and  long-term  credit  more 
readily  available  for  small-business  concerns,  and  for  other  purposes, 
having  considered  the  same,  report  favorably  thereon  with  amend¬ 
ments  and  recommend  that  the  bill  as  amended  do  pass. 

The  amendments,  as  thev  appear  in  the  reported  bill,  are  as  follows: 

1.  Page  1,  lines  3  and  4,  strike  out  “PURPOSE”  and  insert 
“POLICY  ”  ’ 

2.  Page  2,  strike  out  the  table  of  contents  and  insert  the  following: 


TABLE  OF  CONTENTS 

Title  I — Short  Title,  Statement  of  Policy,  and  Definitions 

Sec.  101.  Short  title. 

Sec.  102.  Statement  of  policy. 

Sec.  103.  Definitions. 

Title  II _ Small  Business  Investment  Division  of  the  Small  Business 

Administration 

Sec.  201.  Establishment  of  Small  Business  Investment  Division. 

Sec!  202.  Provision  and  purposes  of  funds. 

Title  III — Small  Business  Investment  Companies 


Sec.  301.  Organization  of  small  business  investment  companies. 

Sec!  302.  Capital  stock  and  subordinated  debentures. 

Sec!  303.  Borrowing  power.  ,  . 

Sec.  304.  Provision  of  equity  capital  for  small-business  concerns. 

Sec.  305.  Long-term  loans  to  small-business  concerns. 

Sec!  306.  Aggregate  limitations. 

Sec.  307.  Exemptions. 

Sec.  308.  Miscellaneous.  .  ,  ,.  ,  ...  .  . 

Sec.  309.  Approving  State  chartered  companies  for  operations  under  this  Act. 
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Title  IV — Conversion  of  State  Chartered  Investment  Companies  and. 

State  Development  Companies 

Title  V — Loans  to  State  and  Local  Development  Companies 

Title  VI — Changes  in  Federal  Reserve  Authority 

Sec.  601.  Repeal  of  section  13b  of  the  Federal  Reserve  Act. 

Sec.  602.  Transfer  of  funds. 

Title  VII — Criminal  Penalties 

3.  Page  4,  line  18,  strike  out  “(a)”. 

4.  Page  4,  strike  out  lines  23  and  24  and  insert  the  following: 

(3)  the  terms  “small  business  investment  company”  and 
“company”  mean  a  small  business  investment  company 
organized  as  provided  in  title  III,  including  a  State  invest¬ 
ment  company  which  has  obtained  the  approval  of  the 
Administrator  to  operate  under  the  provisions  of  this  Act 
as  provided  in  section  309  and  a  company  converted  into  a 
small  business  investment  company  under  section  401  of  { 
this  Act: 

5.  Page  5,  line  13,  strike  out  “of  1953.”, 

6.  Page  5,  insert  “and”  after  the  semicolon  in  line  13;  strike  out 
lines  14  thiough  17;  and  strike  out  “(7)”  and  insert  “(6)”  in  line  18. 

7.  Page  5,  line  18,  strike  out  “State  and  local”. 

8.  Page  0,  line  22,  strike  out  “of  1953”. 

9.  Page  6,  line  22,  strike  out  “209  and  219”  and  insert  “13  and  16”, 

10.  Page  6,  after  the  period  in  line  25,  add  the  following  new 
sentence: 

Subject  to  the  standards  and  procedures  under  section  505  of 
the  Classification  Act  of  1949,  as  amended,  not  to  exceed 
three  positions  in  the  Small  Business  Investment  Division 
of  the  Administration  may  be  placed  in  grades  16,  17,  and  18 
of  the  General  Schedule  established  by  that  Act,  and  any 
such  positions  shall  be  additional  to  the  number  authorized 
by  such  section  or  otherwise. 

11.  Page  7,  strike  out  line  7  and  all  that  follows  down  through  page 

9,  line  6,  and  insert  the  following:  ^ 

PROVISION  AND  PURPOSES  OF  FUNDS 

Sec.  202.  (a)  Section  4  (c)  of  the  Small  Business  Act  is 
amended — 

(1)  by  striking  out  “$650,000,000”  each  place  it  ap¬ 
pears  and  inserting  in  lieu  thereof  “$900,000,000”; 

(2)  by  inserting  before  the  period  at  the  end  of  the 
fourth  sentence  the  following:  ”,  and  in  the  exercise  of 
the  functions  of  the  Administration  under  the  Small 
Business  Investment  Act  of  1958”;  and 

(3)  by  inserting  after  the  seventh  sentence  the  fol¬ 
iosing  new  sentence:  “Not  to  exceed  an  aggregate  of 
$250,000,000  shall  be  outstanding  at  any  one  time  for 
the  exercise  of  the  functions  of  the  Administration  under 
the  Small  Business  Investment  Act  of  1958.” 
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(b)  There  are  hereby  authorized  to  be  appropriated  such 
sums  as  may  be  necessary  and  appropriate  for  the  administra¬ 
tive  expenses  of  the  Administration  under  this  Act. 

12.  Page  11,  line  17,  strike  out  “309  (f)”  and  insert  “308  (f)”. 

13.  Page  13,  strike  out  line  20  and  all  that  follows  down  through 
page  14,  line  3,  and  insert  the  following: 

fb)  Shares  of  stock  in  small  business  investment  companies 
shall  be  eligible  for  purchase  by  national  banks,  and  shall  be 
eligible  for  purchase  by  other  member  banks  of  the  Federal 
Reserve.  System  and  nonm.em.ber  insured  banks  to  the  extent 
permitted  under  applicable  State  law  ;  except  that  in  no  event 
shall  any  such  bank  hold  shares  in  small  business  investment 
companies  in  an  amount  aggregating  more  than  1  percent  of 
its  capital  and  surplus. 

14.  Page  16,  strike  out  the  semicolon  in  line  19  and  all  that  follows 
down  through  line  22,  and  insert  a  period. 

15.  Page  17,  after  the  period  in  line  8,  add  the  following  new 
sentence: 

In  agreements  to  participate  in  loans  on  a  deferred  basis 
under  this  subsection,  the  participation  by  the  company  shall 
not  be  in  excess  of  90  per  centum  of  the  balance  oi  the  loan 
outstanding  at  the  time  of  disbursement. 

16.  Page  19,  line  11,  strike  out  “80a”  and  insert  “80a-18”. 

17.  Page  25,  in  the  sentence  beginning  in  line  6,  strike  out  “and 
local”,  and  strike  out  the  semicolon  and  all  that  follows  and  insert  a 
period. 

18.  Page  25,  line  19,  strike  out  “or  local”. 

19.  Page  25,  after  the  period  in  line  21,  add  the  following  new 
sentence: 

Funds  advanced  fb  a  State  development  company  under  this 
section  shall  be  treated  on  an  equal  basis  with  those  funds 
borrowed  by  such  company  after  the  date  of  the  enactment 
of  this  Act,  regardless  of  source,  which  have  the  highest 
priority,  except  when  this  requirement  is  waived  by  the 
Administrator. 

20.  Page  28,  line  3,  strike  out  “Fund  for  Management  Counseling” 
and  insert  “Transfer  of  Funds”. 

21.  Page  28,  strike  out  lines  14  through  20  and  insert  the  following: 

(b)  The  amounts  repaid  to  the  United  States  pursuant  to 
subsection  (a)  of  this  section  shall  be  covered  into  the  Treas¬ 
ury  as  miscellaneous  receipts. 

22.  Page  28,  strike  out  line  24  and  all  that  follows  down  through 
page  29,  line  19. 

Purpose  of  the  Bill 

The  primary  purpose  of  the  bill  as  reported  is  to  make  equity-type 
capital  and  long-term  credit  more  readily  available  for  small-business 
concerns.  The  bill  proposes  to  achieve  this  purpose  through  encourag¬ 
ing  the  establishment  of  privately  owned  small-business  investment 
companies.  The  bill  would  provide  financial  assistance  to  help  meet 
the  initial  capital  requirements  of  these  new  investment  companies 
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and  also  for  expansion  of  their  operations.  These  companies  would 
in  turn  make  equity-type  loans  and  extend  long-term  credit  to  small- 
business  concerns.  Thus,  there  would  be  no  direct  Federal  investment 
in  any  small-business  concern  under  this  program. 

The  bill  would  also  provide  Federal  assistance  to  State  and  local 
■development  companies  to  enable  them  more  effectively  to  help  small 
businesses. 

The  program  woidd  be  carried  out  through  a  new  Small  Business 
Investment  Division  established  within  the  Small  Business  Adminis¬ 
tration.  A  revolving  fund  of  $250  million  to  be  established  from 
appropriated  funds  is  authorized  to  carry  out  the  provisions  of  the  act. 

Need  for  Legislation 

From  time  to  time  during  the  last  25  years  the  Congress  has  con¬ 
sidered  proposals  to  augment  existing  institutions  for  supplying  capital 
and  credit  to  small  businesses.  While  many  bills  have  been  enacted 
in  this  general  area,  none  of  the  programs  established  to  date  have 
met  the  needs  of  small  business  for  equity  capital  financing  or  long¬ 
term  credit. 

Testimony  received  by  the  committee  from  representatives  of  the 
American  Bankers  Association,  the  Committee  for  Economic  Develop¬ 
ment,  and  the  United  States  Chamber  of  Commerce,  as  well  as  the 
testimony  received  from  the  Department  of  Commerce  and  the  Small 
Business  Administration  indicates  that  these  organizations  are  agreed 
that  there  is  real  need  for  a  program  designed  to  supply  long-term  and 
equity-type  financing  to  small  businesses.  These  witnesses  were  also 
in  agreement  that  on  the  whole,  short-term  and  intermediate  credit 
needs  of  small  businesses  are  being  satisfactorily  met  through  existing 
financial  intermediaries,  private  and  Government. 

A  recent  and  most  authoritative  study  of  this  matter  was  made  by 
the  research  staff  of  the  Board  of  Governors  of  the  Federal  Reserve 
Board  with  the  knowledge  and  encouragement  of  the  four  congressional 
committees  having  primary  interest — the  Banking  and  Currency  Com¬ 
mittees  and  the  Select  Committees  on  Small  Business  of  both  Houses 
of  Congress.  House  Report  No.  1889  (85th  Cong.,  2d  sess.)  of  the 
Select  Committee  on  Small  Business  issued  on  June  17,  1958,  also 
covers  the  problems  of  small-business  financing. 

The  Federal  Reserve  Board’s  study  on  the  financing  problems  of 
small  business  had  several  objectives.  One  of  these  objectives  was  to 
assemble  information  bearing  on  the  question  of  the  economy’s  facili¬ 
ties  serving  these  needs. 

The  Board’s  study  found  that  the  financial  needs  of  small  business 
vary  among  different  categories  of  small  concerns  and  that  such  needs 
are  most  complex.  Information  and  data  compiled  clearly  indicated 
that  most  of  the  unsatisfied  demand  of  small  business  is  for  long-term 
loans,  equity,  or  equity-type  credit.  The  commercial  banking  system 
is  not  prepared  or  designed  to  satisfy  needs  for  equity  or  long-term 
credit.  Traditionally  their  operations  have  been  confined  to  short 
and  to,  a  limited  extent,  intermediate-term  loans. 

As  indicated  by  the  Federal  Reserve  Board’s  study,  the  unavail¬ 
ability  of  long-term  loan  and  equity  capital  is  clearly  one  of  the  most 
important  problems  of  small  business  today.  Such  investment  capital 
must  necessarily  come  from  the  personal  savings  of  the  people  and 
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most  of  these  savings  are  going  into  existing  financial  intermediaries 
such  as  our  large  insurance  companies,  savings  banks,  and  others 
which  in  turn  reinvest  these  funds.  The  question  then  may  well  be 
asked  why  these  institutional  investors  do  not  undertake  investment 
of  this  type. 

Institutional  investors  generally  are  limited  by  law  in  the  choice 
of  their  investments.  When  these  institutions  can  exert  judgment  in 
the  matter  of  making  investments  it  is  found  they  prefer  investing 
their  funds  in  those  securities  which  have  active  national  markets. 
Information  available  to  the  committee  indicates  that  institutional 
investors  have  shown  little  desire  to  invest  in  small  concerns  on  a  long¬ 
term  basis  and  it  is  unlikely  that  their  investment  policies  will  change 
in  this  respect. 

The  business  loan  program  of  the  Small  Business  Administration  is 
limited  to  providing  short-term  and  intermediate-term  credit  when 
such  loans  are  unavailable  from  private  financial  institutions.  This 
program  does  not  provide  equity  financing.  The  Federal  Govern- 
I  ment,  therefore,  at  this  time  lias  no  program  which  would  make  avail- 
'  able  long-term  loans  and  equity  capital  to  small  business. 

Most  of  the  testimony  received  by  the  committee,  and  in  particular 
the  study  of  this  problem  by  the  Federal  Reserve  Board,  points  to  the 
fact  that  there  is  a  real  need  at  this  time  to  stimulate  the  availability 
of  capital  funds  to  small  business;  and  there  is  a  gap  in  the  economy’s 
present  financial  mechanism  which  prevents  the  small  businesses  of 
the  country  from  obtaining  needed  long-term  and  equity-type  financ¬ 
ing.  Your  committee  believes  that  Federal  legislation  is  needed  to 
meet  this  problem.  The  bill  as  reported  is  designed  to  establish  a 
sound  and  effective  program  to  help  meet  the  long-term  capital  needs 
of  small  business.  The  bill  in  our  judgment  provides  for  a  carefully 
reasoned  and  needed  approach  to  a  heretofore  unchartered  field. 

Establishment  of  a  Small  Business  Investment  Division  in 
the  Small  Business  Administration 

The  bill  would  establish  in  the  Small  Business  Administration  a 
Small  Business  Investment  Division.  This  Division  would  be  headed 
by  a  Deputy  Administrator  who  would  be  appointed  by  the  Admin¬ 
istrator  of  the  Small  Business  Administration.  All  powers  which 
'would  be  conferred  by  the  act  upon  the  Administration  would  be 
exercised  by  the  Small  Business  Investment  Division;  and  those 
powers  which  would  be  conferred  upon  the  Administrator  would  be 
exercised  by  him  through  the  Deputy  Administrator.  The  Small 
Business  Investment  Division  would  be  a  semiautonomous  Division 
within  the  Small  Business  Administration.  The  new  functions  pro¬ 
vided  for  in  the  bill  would  be  separate  and  distinct  from  the  other 
functions  of  the  Small  Business  Administration. 

appointment  and  confirmation  of  deputy  administrator 

The  committee  seriously  considered  including  in  the  bill  a  provision 
requiring  that  the  Deputy  Administrator  appointed  to  head  the  new 
Division  be  appointed  by  the  President  and  confirmed  by  the  Senate. 
It  believed  that  such  a  method  of  selection  would  give  added  stature 
to  the  new  office  and  would  place  the  Deputy  Administrator  in  a 
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stronger  position  to  administer  the  provisions  of  the  act  in  an  inde¬ 
pendent  manner.  The  committee,  however,  recognized  the  organiza¬ 
tional  problems  that  would  result  from  such  a  provision  since  the 
Administration  already  has  three  Deputy  Administrators  established 
by  law  who  are  appointed  by  the  Administrator.  Accordingly,  the 
bill  would  provide  that  the  new  Deputy  Administrator  should  like¬ 
wise  be  appointed  by  the  Administrator. 

RECOMMENDATION  OF  THE  COMMITTEE  TO  THE  SENATE 

The  committee,  however,  recommends  that  the  Senate  during  its 
consideration  of  H.  R.  7963,  “The  Small  Business  Act,”  amend  that 
bill  so  as  to  require  that  all  Deputy  Administrators  of  the  Small 
Business  Administration  be  appointed  by  the  President  and  confirmed 
by  the  Senate. 

Provision  of  Funds 

The  bill  would  provide  funds  for  the  program  by  authorizing  an 
additional  $250  million  of  appropriations  to  the  existing  revolving  fund 
of  the  Small  Business  Administration  which  was  established  by  the 
Small  Business  Act  of  1953.  These  additional  funds,  however,  could 
be  used  only  to  carry  out  the  purposes  of  the  Small  Business  Invest¬ 
ment  Act. 

The  Small  Business  Administration  obtains  its  funds  through  annual 
appropriations.  The  committee  believes  that  funds  necessary  to 
carry  out  the  purposes  of  this  new  program,  which  would  be  ad¬ 
ministered  through  a  Division  within  the  Small  Business  Administra¬ 
tion,  should  also  be  obtained  through  annual  appropriations. 

Small  Business  Investment  Companies 

ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT  COMPANIES 

The  Small  Business  Administration  (Small  Business  Investment 
Division)  would  be  authorized  under  the  bill  to  charter  small-business 
investment  companies.  This  authority  would  terminate  as  of  June  30, 
1961,  but  this  termination  would  have  no  effect  upon  the  continuing 
activities  of  any  small-business  investment  companies  chartered  under 
this  authority. 

The  bill  would  require  10  or  more  persons  to  sign  the  articles  of 
incorporation  of  the  proposed  small-business  investment  company 
which  would  be  filed  with  the  Small  Business  Administration.  Such 
articles  of  incorporation,  when  approved  by  SBA,  would  establish 
the  company  as  a  Federal  corporation  with  the  usual  powers  necessary 
to  do  business  and  to  carry  out  the  purposes  for  which  they  are 
established.  In  issuing  any  permit,  the  SBA  would  consider  (1)  the 
need  for  small-business  financing  in  the  area  where  the  proposed 
company  is  to  operate;  (2)  the  character  of  the  proposed  management 
of  the  company;  (3)  the  number  of  such  companies  already  formed 
in  the  United  States  and  the  volume  of  their  business;  and  (4)  other 
related  factors. 

Your  committee  has  provided  for  a  termination  date  (June  30, 
1961)  of  the  authority  of  SBA  to  charter  small-business  investment 
companies.  Thereafter,  such  companies  must  be  chartered  under 
State  law  and  may  be  given  permission  to  operate  under  this  program 
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provided  they  qualify  and  are  approved  by  the  SBA.  Within  3  years 
all  States  should  be  in  a  position  to  enact  the  necessary  enabling 
legislation  to  permit  the  chartering  of  small-business  investment  com¬ 
panies  to  operate  under  this  program,  consequently  the  chartering 
function  in  SBA  will  be  unnecessary  after  June  30,  1961. 

CAPITAL  STOCK  REQUIREMENTS 

The  bill  would  require  that  each  small-business  investment  company 
have  not  less  than  $300,000  of  paid-in  capital  and  surplus  before  com¬ 
mencing  business. 

In  order  to  encourage  the  formation  of  small-business  investment 
companies,  the  SBA  is  authorized  to  provide  a  maximum  of  $150,000 
to  each  such  company  formed,  through  the  purchase  of  subordinated 
debentures.  These  subordinated  debentures  are  in  fact  debt  obli¬ 
gations  of  the  company  occupying  a  junior  position  to  other  debt 
incurred  by  the  company.  However,  in  applying  the  following  three 
.limitations  in  the  act  the  subordinated  debentures  would  be  treated 
las  paid-in  capital:  (1)  minimum  capital  required  for  formation  of 
investment  company,  (2)  the  general  limitation  that  other  loans  from 
SBA  may  not  exceed  50  percent  of  paid-in  capital  and  surplus  of  the 
company,  and  (3)  the  limitation  that  loans  to  an  individual  small- 
business  concern  may  not  exceed  20  percent  of  the  capital  and  surplus 
of  the  investment  company. 

To  facilitate  further  the  formation  of  small-business  investment 
companies  the  bill  would  authorize  national  banks  to  purchase  stock 
in  such  companies.  It  would  also  authorize  State  member  banks  and 
nonmember  insured  banks  to  purchase  such  stock,  where  compatible 
with  State  law.  However,  no  such  bank  would  be  able  to  hold  shares 
in  these  companies  in  amounts  aggregating  more  than  1  percent  of  the 
bank’s  capital  and  surplus. 

Your  committee  wishes  to  make  it  quite  clear  that  the  bill  would 
in  no  way  preclude  other  types  of  institutions  from  purchasing  stock  of 
these  companies.  Their  ability  to  do  so,  however,  would  depend 
entirely  upon  applicable  Federal  or  State  laws. 

SBA  LOANS  TO  INVESTMENT  COMPANIES 

)  The  bill  would  also  authorize  the  SBA  to  lend  money  to  a  small- 
business  investment  company  on  terms  and  at  a  rate  of  interest 
established  by  the  Administration.  The  total  amount  loaned,  how¬ 
ever,  could  not  exceed  50  percent  of  the  paid-in  capital  and  surplus 
of  such  company.  The  company  would  be  authorized  to  borrow 
additional  funds  from  private  sources  under  conditions,  limitations 
and  regulations  as  the  SBA  may  prescribe. 

Your  committee  hopes  and  expects  the  major  portion  of  the  operat¬ 
ing  funds  of  these  companies  to  come  from  private  sources.  On  the 
other  hand  the  committee  realizes  that  initially  a  greater  demand  will 
be  for  funds  from  the  Government  until  the  experience  of  these 
companies  and  their  success  have  been  proven. 

EQUITY-TYPE  CAPITAL  FOR  SMALL  BUSINESSES 

Small-business  investment  companies  are  authorized  to  provide 
equity-type  capital  to  small-business  concerns  through  the  purchase 
of  convertible  debentures  which  shall  contain  such  terms  and  interest 
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rates  as  the  companies  fix  under  SBA  regulations.  These  debentures 
are  to  be  convertible  at  the  option  of  the  company  or  a  holder  in  due 
course,  up  to  and  including  the  date  of  call,  into  stock  of  the  small- 
business  concern  at  the  sound  book  value  of  such  stock  as  determined 
at  the  time  the  debentures  were  issued. 

The  committee  believes  that  the  use  of  convertible  debentures, 
which  has  been  developed  to  a  high  degree  in  recent  years  by  many 
large,  publicly  financed  companies,  is  the  most  suitable  financing  in¬ 
strument  for  this  type  of  program.  This  type  of  debenture  is  attrac¬ 
tive  to  speculative  investors  who  want  an  opportunity  to  share  in  the 
future  prosperity  of  a  business  beyond  the  fixed  claim  of  ordinary  debt. 
In  view  of  the  risk  inherent  in,  and  the  admittedly  experimental  nature 
of  the  financing  which  this  bill  seeks  to  encourage,  consideration  must 
be  given  to  encouraging  such  speculative  investors. 

Before  an  investment  company  purchases  any  such  convertible 
debentures,  it  may  require  the  small-business  concern  to  refinance  its 
outstanding  indebtedness  so  that  the  investment  company  is  the  only 
holder  of  indebtedness  of  such  concern.  Furthermore,  to  protect  the 
investment  company,  such  small-business  concern  may  be  required 
to  agree  not  to  incur  further  indebtedness  without  approval  of  the 
investment  company. 

Whenever  an  investment  company  provides  capital  to  a  small- 
business  concern  through  the  purchase  of  convertible  debentures,  such 
concern  is  required  to  purchase  stock  in  the  investment  company  in 
an  amount  equalling  from  2  to  5  percent  of  the  amount  of  the  capital 
provided,  as  established  by  SBA  regulation.  The  purpose  of  this 
stock-purchase  requirement  is  to  build  up  the  investment  of  private 
funds  and,  in  due  course,  to  make  Federal  participation  unnecessary. 

LOANS  TO  SMALL-BUSINESS  CONCERNS 

Small-business  investment  companies  are  authorized  to  make  loans 
“of  such  sound  value,  or  so  secured,  as  reasonably  to  assure  repay¬ 
ment”  to  small-business  concerns,  both  incorporated  and  unincorpo¬ 
rated.  These  loans  may  be  made  directly  or  in  participation  with 
other  lending  institutions.  The  maximum  interest  rate  on  such 
loans  is  to  he  set  by  the  SBA.  The  maximum  maturity  of  such  loans 
is  20  years,  but  an  investment  company  may  extend  the  maturity  of 
a  loan  for  an  additional  10  years  if  such  extension  will  aid  in  the 
orderly  liquidation  of  a  loan.  If,  for  example,  a  company  grants  a 
20-year  amortized  loan  of  $20,000,  payable  in  annual  $1,000  payments, 
and  after  15  payments  have  been  made  the  borrower  finds  it  impos¬ 
sible  to  continue  payments  at  that  rate,  the  company  would  be  free 
to  reduce  the  remaining  payments  and  extend  the  maturity  of  the 
loan,  up  to  10  additional  years  so  as  to  retire  the  balance  of  the  debt 
at  the  reduced  rate  of  payment.  The  company  presumably  would 
delay  granting  the  extension  until  the  loan  matures,  but  the  existence 
of  this  extension  authority  would  permit  the  accommodation  of  the 
borrower,  in  appropriate  cases,  during  the  life  of  the  loan. 

Without  approval  of  the  SBA,  the  total  amount  which  a  small  busi¬ 
ness  investment  company  may  lend  and  invest  in  a  single  small- 
business  concern  may  not  exceed  20  percent  of  the  combined  capital 
and  surplus  of  such  investment  company  (subordinated  debentures 
purchased  by  the  SBA  under  this  bill  are  treated  as  part  of  capital  and 
surplus  for  purposes  of  this  limitation) . 
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EXEMPTIONS  FROM  SECURITIES  ACTS 

The  Securities  and  Exchange  Commission  would  be  authorized  to 
exempt  securities  which  are  issued  by  small-business  investment 
companies  from  the  regulatory  provisions  contained  in  the  Securities 
Act  of  1933  and  the  Trust  Indenture  Act  of  1939,  if  it  finds  that  such 
exemption  will  not  jeopardize  the  protection  of  investors  or  the  public 
interest.  These  exemptions  would  be  subject  to  such  terms  and  con¬ 
ditions  as  the  SEC  may  prescribe  in  its  rules  and  regulations.  Any 
such  exemption  from  the  Securities  Act  of  1933  would  not  affect  any 
criminal  or  civil  liabilities  imposed  by  section  12  or  section  17  of  that 
act  (relating  to  fraud  or  false  statements) . 

A  limited  exemption  from  the  Investment  Company  Act  of  1940  is 
also  included  in  the  bill  for  those  small-business  investment  companies 
which  may  be  subject  to  regulation  under  that  act.  Such  companies 
would  be  exempted  by  S.  3651  from  the  1940  act’s  requirement  of  a 
300-percent  asset  coverage  for  indebtedness.  The  bill  provides  that 
I  the  SBA  may  prescribe  limitations  on  borrowing  by  small-business 
investment  companies.  No  definite  debt-to-capital  ratio  is  prescribed 
in  the  bill  because  of  the  experimental  nature  of  this  program. 

State  Chartered  Companies 

The  bill  offers  two  avenues  for  State-chartered  companies  to  qualify 
for  SBA  loans  and  investments  under  title  III,  and  for  the  tax  benefits 
referred  to  later  in  this  report. 

First,  the  bill  contemplates  that  during  the  3-year  period  in  which 
SBA  may  charter  companies,  the  States  would  have  an  opportunity 
to  establish  the  necessary  machinery  for  chartering  State  companies 
to  operate  under  the  new  program.  When  a  State  charters  a  company 
for  this  purpose,  the  company  could,  with  SBA  approval,  operate  as 
a  small-business  investment  company  under  the  act,  with  the  same 
rights  and  obligations  as  an  SBA-chartered  company. 

Second,  during  the  period  in  which  SBA  may  charter  small-business 
investment  companies,  the  bill  would  authorize  any  investment  com¬ 
pany  or  State  development  company  to  convert  into  an  SBA-chartered 
company,  with  SBA’s  approval,  by  vote  of  shareholders  holding  a 
(majority  of  the  stock.  Any  company  so  converting  would  have  all 
the  rights  and  obligations  of  a  small-business  investment  company 
originally  chartered  by  SBA.  This  provision  would  not,  of  course, 
supersede  State  law;  that  is,  it  would  apply  only  if  the  conversion  is 
permitted  by  the  State. 

Thus  the  bill  provides  for  ultimate  transition  from  Federal  charter¬ 
ing  to  State  chartering,  and  would  permit  existing  State-chartered 
companies  which  desire  to  do  so  to  participate  in  the  new  program 
promptly  by  converting  to  SBA  charters. 

SBA  Loans  to  State  and  Local  Development  Companies 

The  bill  recognizes  that  State  and  local  development  companies 
can  play  an  important  role  in  helping  supply  small  businesses  with 
long-term  loans  and  with  plant  facilities.  About  half  of  our  States 
now  have  active  State  development  companies  or  are  considering 
proposals  for  establishing  such  companies,  according  to  a  study  re- 
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cently  made  for  SBA.  Commerce  Department  figures  indicate  that 
approximately  1,800  communities  have  established  local  industrial 
development  corporations.  Title  V  of  the  bill  provides  for  SBA 
loans  to  these  development  companies  in  order  to  stimulate  their 
activities  on  behalf  of  small  business  concerns. 

Section  501  of  the  bill  would  authorize  SBA  to  make  loans  to  any 
State  development  company  in  a  total  amount  not  exceeding  the 
amount  borrowed  by  the  company  from  all  other  sources.  These 
companies  typically  have  a  line  of  credit  with  member  institutions 
such  as  commercial  banks  and  insurance  companies,  under  an  agree¬ 
ment  pledging  the  member  institution  to  supply  funds,  on  call,  at  a 
fixed  ratio  to  the  paid-in  capital  of  the  development  corporation. 
Under  the  bill,  in  effect,  SBA  could  match  the  investments  made  by 
these  member  institutions,  thereby  helping  to  alleviate  the  shortage 
of  funds  which  has  restricted  the  activities  of  the  State  development 
companies.  The  availability  of  these  Federal  funds  should  also 
stimulate  the  sale  of  stock  by  the  development  companies,  generating 
further  investment  by  the  member  institutions. 

Section  501  as  reported  by  your  committee  authorizes  loans  to  State 
development  companies  only.  As  passed  by  the  Senate,  the  section 
would  have  authorized  loans  to  local  development  companies  also, 
until  July  1,  1961.  Since  unsecured  loans  may  be  made  under  section 
501,  your  committee  concluded  that  the  section  should  be  restricted 
to  companies  operating  on  a  statewide  basis,  which  are  apt  to  be 
better  capitalized  and  more  widely  diversified. 

Section  502  provides  for  secured  loans  to  both  State  and  local 
development  companies  for  site  acquisition  and  plant  construction, 
where  the  proceeds  of  the  loan  will  assist  an  identifiable  small-business 
concern.  After  June  30,  1961,  such  loans  could  be  made  only  to 
State  development  companies. 

Tax  Pkovisions 

In  cooperation  with  the  House  Ways  and  Means  Committee,  the 
Senate  Finance  Committee  has  agreed  to  include  in  H.  R.  8381 — 
"Technical  Amendments  Act  of  1957” — tax  provisions  which  should 
prove  helpful  in  increasing  the  amount  of  private  funds  available  to 
the  proposed  investment  companies.  These  tax  provisions  are  en¬ 
dorsed  by  the  Treasury  Department.  This  amendment  provides 
that  taxpayers  investing  in  the  stock  of  small-business  investment 
companies  would  be  allowed  an  ordinary-loss  deduction  rather  than 
a  capital-loss  deduction  on  losses  arising  from  worthlessness  or  sale  of 
such  stock.  Small-business  investment  companies  would  also  be 
allowed  an  ordinary  loss  deduction,  rather  than  a  capital  loss  deduc¬ 
tion,  on  losses  sustained  on  convertible  debentures,  including  stock 
received  pursuant  to  the  conversion  privilege.  The  loss  deduction 
would  include  losses  due  to  worthlessness  as  well  as  those  arising  from 
sale  or  exchange  of  the  security. 

The  small-business  investment  companies  would  also  be  allowed  a 
deduction  of  100  percent  of  dividends  received  from  a  taxable  domestic 
corporation  rather  than  the  85  percent  deduction  allowed  corporate 
taxpayers  generally. 

The  committee  believes  that  these  tax  incentives  are  necessary  if 
the  proposed  program  is  to  attract  private  funds  in  sufficient  volume 
to  be  of  practical  benefit  to  small  businesses. 
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Differences  Between  the  Bill  as  Passed  the  Senate  and  the 
Bill  as  Reported  in  the  House 

The  following  is  a  list  of  the  differences  of  substance  between  the 
bill  as  passed  the  Senate  and  the  bill  as  reported  in  the  House: 

1 .  Definition  of  small-business  investment  company 

As  passed  the  Senate,  the  bill  defined  the  term  "company”  to  mean 
a  small-business  investment  company  organized  under  title  III  of  the 
bill.  As  reported  in  the  House,  the  bill  contains  additional  language 
making  it  clear  that  such  term  (as  well  as  the  term  "small-business 
investment  company”  itself)  also  includes  a  State-chartered  company 
which  is  approved  by  the  Administrator  to  operate  under  the  program 
or  which  is  converted  into  a  small -business  investment  company  under 
the  bill. 

2.  Definition  of  investment  companies 

As  passed  the  Senate,  the  bill  contained  a  definition  of  the  term 
I  "investment  companies”  which  in  effect  required  a  State-chartered 
investment  company  to  meet  the  definition  contained  in  the  Invest¬ 
ment  Company  Act  of  1940  in  order  to  qualify  for  conversion  into 
a  small-business  investment  company  under  title  IV  of  the  bill.  As 
reported  in  the  House,  the  bill  does  not  contain  this  provision. 

8.  Supergrade  positions 

As  reported  in  the  House,  the  bill  authorizes  3  new  “supergrade” 
positions  (grades  16,  17,  and  18)  in  the  Administration  to  make 
allowance  for  the  additional  officials  who  will  be  needed  to  carry  out 
the  new  program.  As  passed  the  Senate,  the  bill  did  not  contain  this 
provision . 

4-  Provision  of  funds 

As  passed  the  Senate,  the  bill  provided  the  sum  of  $250  million  for 
the  new  program,  making  such  sum  available  over  a  3-year  period 
through  public-debt  transactions  the  proceeds  of  which  would  con¬ 
stitute  a  new  and  separate  revolving  fund.  As  reported  in  the  House, 
the  bill  also  provides  the  sum  of  $250  million  for  the  program;  but  it 
makes  such  sum  available  by  increasing  the  amount  authorized  to  be 
k  appropriated  to  the  Administration’s  existing  revolving  fund  and  by 
'  earmarking  the  increased  amount  for  the  new  program. 

5.  Purchase  of  small-business  investment  company  stock  by  banks 

As  passed  the  Senate,  the  bill  authorized  the  purchase  of  small- 
business  investment  company  stock  by  banks,  financial  institutions, 
insurance  companies,  corporations,  partnerships,  and  other  persons, 
limiting  the  aggregate  amount  of  such  stock  which  may  be  held  by  a 
Federal  Reserve  member  bank  or  an  FDIC-insured  bank  to  1  percent 
of  its  capital  and  surplus.  The  corresponding  provision  of  the  bill 
as  reported  in  the  House  is  limited  to  banks.  The  extent  to  which 
other  institutions  could  buy  such  stock  would,  of  course,  continue  to  be 
governed  by  other  applicable  law.  The  House  bill  adds  new  language 
to  make  it  clear  that  the  right  of  Federal  Reserve  member  banks  and 
FDIC-insured  banks  to  purchase  small-business  investment  company 
stock  up  to  1  percent  of  their  capital  and  surplus  is  subject  (except 
in  the  case  of  national  banks)  to  the  provisions  and  restrictions  of 
applicable  State  law. 
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6.  Authority  to  defer  compliance  with  stock-purchase  requirement 

In  requiring  a  small -business  concern  receiving  capital  under  the 
bill  to  invest  in  the  stock  of  the  investment  company  furnishing  the 
capital  (in  an  amount  equal  to  not  less  than  2  nor  more  than  5  percent 
of  the  capital  so  furnished),  the  bill  as  passed  the  Senate  authorized 
the  Administrator  to  permit  such  concern  to  postpone  making  its 
investment  in  such  stock  for  a  period  of  up  to  3  years.  The  bill  as 
reported  in  the  House  eliminates  this  authority  to  permit  the  post¬ 
ponement  of  the  required  investment. 

7.  Loans  to  small-business  concerns  on  a  participation  basis 

In  authorizing  long-term  loans  by  small-business  investment  com¬ 
panies  to  small-business  concerns,  the  Senate  bill  permitted  such  loans 
to  be  made  either  directly  or  on  a  participation  basis.  The  bill  as 
reported  in  the  House  adds  new  language  limiting  small-business  in¬ 
vestment  company  participation,  where  the  loan  is  made  on  a  deferred 
participation  basis,  to  90  percent  of  the  balance  of  the  loan  outstanding 
at  the  time  of  disbursement. 

8.  Loans  to  local  development  companies 

As  passed  the  Senate,  the  bill  authorized  the  Administration  to 
make  loans  to  State  and  local  development  companies  in  exchange  for 
their  obligations,  to  assist  in  carrying  out  the  purposes  of  the  act, 
with  a  termination  date  for  loans  to  local  development  companies  of 
June  30,  1961.  The  bill  as  reported  in  the  House  eliminates  the 
authority  to  make  such  loans  to  local  development  companies.  How¬ 
ever,  the  authority  to  make  secured  loans  to  local  development  com¬ 
panies  for  plant  construction  or  improvement  is  retained. 

9.  Priority  of  loans  made  to  State  development  companies 

As  reported  in  the  House,  the  bill  provides  that  funds  loaned  to 
State  development  companies  under  the  program  referred  to  in  the 
preceding  paragraph  must  be  treated  on  an  equal  basis  with  funds  of 
the  highest  priority  borrowed  by  such  companies  from  other  sources 
after  the  enactment  of  this  bill,  except  when  this  requirement  is 
waived  by  the  Administrator.  The  bill  as  passed  the  Senate  did  not 
contain  this  provision. 

10.  Fund  for  management  counseling 

As  passed  the  Senate,  the  bill  repealed  section  13b  of  the  Federal 
"Reserve  Act  (which  authorizes  working-capital  loans  to  business 
concerns  by  Federal  Reserve  banks)  and  provided  that  amounts 
repaid  to  the  United  States  by  those  banks  as  a  result  of  such  repeal 
shall  be  used  to  finance  a  new  program  of  grants  for  management 
counseling  under  the  Small  Business  Act.  The  bill  as  reported  in  the 
House  eliminates  the  new  management  counseling  program  and 
provides  that  amounts  repaid  as  a  result  of  the  repeal  of  section  13b 
shall  be  covered  into  the  Treasury  as  miscellaneous  receipts. 
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Section-by-Section  Summary  of  the  Bill  as  Reported 

TITLE  I — -SHORT  TITLE,  STATEMENT  OF  POLICY,  AND  DEFINITIONS 

Section  101.  Short  title 

This  section  provides  that  the  act  may  be  cited  as  the  “Small 
Business  Investment  Act  of  1958,”  and  contains  the  table  of  contents. 

Section  102.  Statement  of  policy 

This  section  declares  it  to  be  the  policy  of  the  Congress  and  the 
purpose  of  the  act  to  improve  and  stimulate  the  national  economy, 
and  particularly  the  small-business  segment  thereof,  by  establishing 
a  program  to  stimulate  and  supplement  the  flow  of  private  equity 
capital  and  long-term  loan  funds  which  small-business  concerns  need 
for  sound  financing  and  for  growth,  expansion,  and  modernization, 
but  which  are  not  available  in  adequate  supply.  This  program  is  to 
be  carried  out  in  such  manner  as  to  insure  that  private  financing 
sources  will  participate  to  the  maximum  extent  possible  and  that  it 
will  not  result  in  increased  unemployment  in  any  area  of  the  country. 

Section  103.  Definitions 

This  section  contains  definitions  of  terms  used  in  the  bill. 

Paragraphs  (1)  and  (2)  define  the  terms  “Administration”  and  “Ad¬ 
ministrator”  to  mean  the  Small  Business  Administration  and  its 
Administrator. 

Paragraph  (3)  defines  the  terms  “small-business  investment  com¬ 
pany”  and  “company”  to  mean  a  small-business  investment  company 
organized  under  the  bill,  including  any  State-chartered  company  which 
is  approved  by  the  Administrator  as  a  small-business  investment 
company  or  converted  into  such  a  company  pursuant  to  the  provisions 
of  the  bill. 

Paragraph  (4)  defines  the  term  “United  States”  to  mean  the  States 
and  Territories,  the  District  of  Columbia,  and  the  Commonwealth 
of  Puerto  Rico. 

Paragraph  (5)  provides  that  the  term  “small-business  concern” 
means  the  same  as  it  does  in  the  Small  Business  Act. 

Paragraph  (6)  defines  the  term  “development  companies”  to  mean 
enterprises  incorporated  under  State  law  with  authority  to  promote 
and  assist  the  growth  and  development  of  small-business  concerns. 

TITLE  II - SMALL  BUSINESS  INVESTMENT  DIVISION  OF  THE  SMALL 

BUSINESS  ADMINISTRATION 

Section  201 .  Establishment  of  Small  Business  Investment  Division 

This  section  establishes  in  the  Small  Business  Administration  a 
Small  Business  Investment  Division,  through  which  the  Administrator 
would  exercise  the  powers  conferred  by  the  bill.  The  new  Division 
would  be  headed  by  a  Deputy  Administrator  who  would  be  appointed 
by  the  Administrator  and  receive  the  same  compensation  as  the  other 
deputy  administrators  of  the  Administration.  In  carrying  out  the 
new  small-business  investment  program,  the  Administrator  would 
have  (in  addition  to  the  authority  specifically  provided  by  the  bill) 
all  of  the  functions,  powers,  and  duties  generally  vested  in  him  and 
in  the  Administration  under  the  Small  Business  Act;  and  the  pro¬ 
visions  of  that  act  imposing  criminal  penalties  for  false  statements 
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and  misappropriation,  and  requiring  certain  certifications  and  agree¬ 
ments  as  a  condition  of  financial  assistance,  are  made  applicable  to 
operations  under  the  new  program.  Three  new  “supergrade”  posi¬ 
tions  would  be  established  within  the  Administration  to  make  allow¬ 
ance  for  the  additional  officials  required  to  carry  out  the  new  program. 

Section  202.  Provision  and  purposes  of  funds 

Subsection  (a)  of  this  section  makes  available  the  sum  of  $250 
million  for  carrying  out  the  new  small-business  investment  program, 
by  increasing  the  total  amount  which  is  authorized  to  be  appropriated 
to  the  existing  Small  Business  Administration  revolving  fund  and 
providing  that  $250  million  of  such  total  amount  may  be  used  only 
for  the  new  program. 

Subsection  (b)  authorizes  the  appropriation  of  amounts  needed  for 
the  administrative  expenses  incurred  in  carrying  out  the  program. 

TITLE  III — SMALL  BUSINESS  INVESTMENT  COMPANIES 

Section  301 .  Organization  o  f  small  business  investment  companies 
Subsection  (a)  of  this  section  provides  that,  until  June  30,  1961, 
small-business  investment  companies  may  be  chartered  by  SBA  to 
operate  under  the  act.  Ten  or  more  persons  would  be  required  to 
subscribe  to  the  articles  of  incorporation  in  order  to  form  such  a 
company. 

Subsection  (b)  sets  forth  the  information  required  to  be  specified  in 
the  articles  of  incorporation  of  such  a  company — its  objectives, 
name,  area  of  operation,  principal  office,  capital  stock,  and  other 
pertinent  matters — and  provides  that  such  articles  and  any  amend¬ 
ments  thereto  shall  be  subject  to  the  approval  of  the  Administration. 

Subsection  (c)  sets  forth  the  procedure  under  which  the  Adminis¬ 
tration  would  approve  the  articles  of  incorporation  of  such  a  company 
and  issue  it  a  permit  to  begin  doing  business,  specifying  some  of  the 
factors  (the  need  for  small-business  financing  in  the  area,  the  character 
of  the  proposed  company,  and  the  number  and  volume  of  business  of 
similar  companies  previously  organized)  which  must  be  taken  into 
consideration  in  giving  such  approval. 

Subsection  (d)  sets  forth  the  powers  of  a  small-business  investment 
company,  providing  that  such  a  company  shall  have  power  to  use  a 
corporate  seal,  to  have  succession  for  30  years  (unless  extended  as 
provided  in  the  bill,  or  sooner  dissolved),  to  make  contracts,  to  sue 
and  be  sued,  to  appoint  and  dismiss  officers  and  employees,  to  adopt 
bylaws,  to  establish  branch  offices,  to  deal  in  various  ways  with 
property,  to  act  as  a  Government  depository  or  fiscal  agent,  and  to 
exercise  other  specified  or  necessarily  incidental  powers. 

Subsection  (e)  provides  that  the  board  of  directors  of  each  such 
company  shall  consist  of  nine  members  elected  annually  by  its  share¬ 
holders. 

Section  302.  Capital  stock  and  subordinated  debentures 

Subsection  (a)  of  this  section  requires  each  small-business  invest¬ 
ment  company  to  have  a  paid-in  capital  and  surplus  of  $300,000  to 
begin  doing  business.  Half  of  this  amount  could  come  from  the  pur¬ 
chase  by  the  Administration  of  the  company’s  debentures,  which  would 
be  subordinate  to  any  of  the  other  obligations  of  the  company. 
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Subsection  (b)  permits  the  purchase  of  stock  in  small-business  in¬ 
vestment  companies  by  national  banks,  and  by  other  Federal  Reserve 
member  banks  and  FDIC-insured  banks  when  not  prohibited  by  State 
law,  up  to  an  aggregate  6f  1  percent  of  the  bank’s  capital  and  surplus. 

Subsection  (c)  authorizes  the  Administration  to  limit  the  aggregate 
amount  of  small-business  investment  company  stock  which  may  be 
owned  or  controlled  by  any  stockholder  or  group  or  class  of  stock¬ 
holders. 

Section  803.  Borrowing  power 

Subsection  (a)  of  this  section  authorizes  small  business  investment 
■companies  to  borrow  money  and  issue  obligations  therefor,  under 
limitations  and  regulations  prescribed  by  the  Administration. 

Subsection  (b)  authorizes  the  Administration  to  lend  funds  to 
small-business  investment  companies  by  purchasing  their  obligations, 
in  amounts  not  exceeding  50  percent  (outstanding  at  any  one  time) 
of  the  paid-in  capital  and  surplus  of  any  such  company. 

Section  304-  Provision  of  equity  capital  for  small-business  concerns 

Subsection  (a)  of  this  section  declares  it  to  be  a  primary  function 
of  small-business  investment  companies  to  provide  a  source  of  needed 
equity  capital  for  small-business  concerns. 

Subsection  (b)  describes  the  manner  in  which  equity  capital  is  to  be 
furnished  by  small-business  investment  companies  to  small-business 
concerns  under  the  program.  It  provides  that  such  capital  shall  be 
furnished  only  through  the  purchase  of  debenture  bonds,  issued  by 
such  concerns,  which  contain  terms  fixed  by  the  investment  company 
and  are  callable  (on  3  months’  notice)  at  par  plus  accrued  interest, 
and  which  are  convertible  at  any  time  into  stock  of  the  small-business 
concern  at  the  sound  book  value  of  such  stock  as  determined  at  the 
time  of  the  issuance  of  the  debentures. 

Subsection  (c)  authorizes  any  small -business  investment  company, 
before  furnishing  capital  to  a  small-business  concern,  to  require  such 
concern  to  refinance  any  outstanding  indebtedness  and  to  agree  not 
to  incur  any  further  indebtedness  without  first  securing  the  approval 
of  the  investment  company. 

Subsection  (d)  requires  a  small-business  concern,  when  receiving 
equity  capital  from  a  small-business  investment  company  under  the 
act,  to  invest  in  the  stock  of  such  company  in  an  amount  equal  to  not 
less  than  2  nor  more  than  5  percent  of  the  capital  so  furnished. 

Section  305.  Long-teim  loans  to  small-business  concerns 

Subsection  (a)  of  this  section  authorizes  small-business  investment 
companies  to  make  loans  to  small-business  concerns  (incorporated  or 
unincorporated)  to  provide  them  with  funds  needed  for  sound  financ¬ 
ing,  growth,  modernization,  and  expansion. 

Subsection  (b)  provides  that  such  loans  may  be  made  either  directly 
or  on  a  participation  basis,  with  participation  by  the  investment  com¬ 
pany  limited  to  90  percent  in  the  case  of  a  loan  made  on  a  deferred 
participation  basis. 

Subsection  (c)  authorizes  the  Administration  to  set  the  maximum 
rate  of  interest  on  such  loans. 

Subsection  (d)  provides  a  maximum  maturity  of  20  years  for  such 
loans. 

Subsection  (e)  requires  that  each  such  loan  be  of  such  sound  value 
«or  so  secured  as  reasonably  to  assure  repayment. 
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Subsection  (f)  authorizes  the  investment  company  to  extend  or  re¬ 
new  any  such  loan  for  up  to  10  years  if  necessary  to  aid  in  its  orderly 
liquidation. 

Section  306.  Aggregate  limitations 

This  section  provides  that  the  amount  of  assistance  which  a  small- 
business  investment  company  may  furnish  to  any  one  small-business 
concern  may  not  exceed  20  percent  of  the  company’s  authorized  capital 
and  surplus,  except  with  the  approval  of  the  Administration. 

Section  307.  Exemptions 

Subsection  (a)  of  this  section  authorizes  the  Securities  and  Exchange 
Commission  to  exempt  any  class  of  a  small-business  investment  com¬ 
pany’s  securities  from  the  registration  and  other  requirements  of  the 
Securities  Act  of  1933. 

Subsection  (b)  authorizes  such  Commission  to  allow  a  correspond¬ 
ing  exemption  from  the  requirements  of  the  Trust  Indenture  Act  of 
1939. 

Subsection  (c)  exempts  small-business  investment  companies  from  a 
certain  provisions  of  the  Investment  Company  Act  of  1940  which  re-  \ 
quire  300  percent  asset  coverage  for  indebtedness. 

Section  308.  Miscellaneous 

Subsection  (a)  of  this  section  provides  that  wherever  practicable 
small-business  investment  companies  shall  perform  their  functions  in 
cooperation  with  banks  and  other  financial  institutions,  rendering 
services  to  and  obtaining  services  from  such  institutions  on  a  fee  basis. 

Subsection  (b)  authorizes  small-business  investment  companies  to 
utilize  the  advisory  services  of  the  Federal  Reserve  System  and  the 
Department  of  Commerce,  to  provide  consulting  and  advisory  serv¬ 
ices  on  a  fee  basis,  to  utilize  Federal  Reserve  banks  as  depositories 
and  fiscal  agents,  and  to  invest  any  funds  not  currently  needed  in 
Government  obligations. 

Subsection  (c)  authorizes  the  Administration  to  prescribe  regula¬ 
tions  to  carry  out  the  program,  to  make  examinations  of  small-busi¬ 
ness  investment  companies,  and  to  require  periodic  reports  from  such 
companies. 

Subsection  (d)  provides  for  the  dissolution  and  forfeiture,  through 
an  action  brought  in  a  United  States  court  at  the  instance  of  the  . 
Administration  or  the  Attorney  General,  of  any  small-business  in-  4 
vestment  company  which  violates  or  fails  to  comply  with  the  act  or  ^ 
any  regulations  issued  thereunder. 

Subsection  (e)  authorizes  the  Administration,  upon  determining 
that  a  violation  of  or  noncompliance  with  any  of  the  provisions  of 
the  act  or  of  regulations  issued  thereunder  is  occurring  or  is  likely 
to  occur,  to  secure  an  injunction  against  such  violation  or  an  order 
enforcing  compliance  with  such  provision  in  the  appropriate  United 
States  district  court. 

Subsection  (f)  provides  that  the  shareholders  of  a  small  business 
investment  company,  by  a  two-thirds  vote  and  with  the  approval  of 
the  Administration,  may  extent  the  period  of  such  company’s  corpo¬ 
rate  existence  (30  years  from  the  time  of  its  formation)  by  an  addi¬ 
tional  period  of  up  to  30  years,  subject  to  earlier  dissolution  or  forfei¬ 
ture  of  its  franchise  as  provided  in  the  act. 
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Subsection  (g)  makes  it  clear  that  the  United  States  has  no  lia¬ 
bility  with  respect  to  any  of  the  obligations,  securities,  or  commit¬ 
ments  of  a  small-business  investment  company. 

Section  809.  Approving  State-chartered  companies  for  operations  under 
the  act 

This  section  provides  that  any  investment  company  chartered  under 
State  law  expressly  for  the  purpose  of  operating  under  the  act  may  do 
so  if  the  Administrator  (having  due  regard  to  the  factors  specified 
in  connection  with  the  formation  of  federally  chartered  small-business 
companies)  gives  his  approval;  and  any  State-chartered  company  so 
approved  would  have  the  same  status  in  all  respects  as  a  small-business 
investment  company  originally  chartered  under  the  act. 

TITLE  IV - CONVERSION  OF  STATE  CHARTERED  INVESTMENT  COMPANIES 

AND  STATE  DEVELOPMENT  COMPANIES 

Section  401 

Subsection  (a)  of  this  section  provides  that  a  majority  of  the  share¬ 
holders  of  any  investment  company  or  State  development  company 
(subject  to  applicable  State  law)  may,  at  any  time  before  July  1961 
and  with  the  approval  of  the  Administration,  convert  such  company 
into  a  small-business  investment  company  under  the  act. 

Subsection  (b)  provides  for  the  execution  by  such  company’s  direc¬ 
tors  of  the  articles  of  association  and  the  organization  certificate,  and 
provides  that  such  directors  shall  execute  such  other  papers  and  take 
such  other  action  as  may  be  necessary  to  perfect  and  complete  the 
company’s  organization  as  a  small-business  investment  company. 
The  company’s  shares  of  stock  would  be  for  the  same  amount  after 
the  conversion  as  before,  and  its  directors  would  continue  in  office 
until  an  election  is  held  under  regulations  of  the  Administration. 

Subsection  (c)  confers  upon  such  a  company,  after  it  has  received 
from  the  Administration  a  certificate  of  compliance  with  the  provi¬ 
sions  of  the  act,  the  same  status  in  ail  respects  as  a  small-business 
investment  company  originally  organized  under  the  act. 

TITLE  V - LOANS  TO  STATE  AND  LOCAL  DEVELOPMENT  COMPANIES 

Section  501 

Subsection  (a)  of  this  section  authorizes  the  Administration  to 
make  loans  to  State  development  companies  to  assist  in  carrying  out 
the  purposes  of  the  act,  in  exchange  for  obligations  containing  such 
such  terms  as  the  Administration  may  fix,  without  regard  to  the  use 
and  investment  by  such  companies  of  their  other  funds. 

Subsection  (b)  provides  that  the  amount  which  may  be  borrowed 
by  a  State  development  company  from  the  Administration  under 
subsection  (a)  may  not  exceed  the  total  amount  borrowed  by  it  from 
all  other  sources.  It  also  requires  that  funds  borrowed  by  such  a 
company  from  the  Administration  be  treated  on  an  equal  basis  with 
funds  of  the  highest  priority  hereafter  borrowed  by  the  company 
from  other  sources,  except  when  this  requirement  is  waived  by  the 
Administrator. 


H.  Rept.  2060,  85-2 


18 


SMALL  BUSINESS  INVESTMENT  ACT  OF  195  8 


Section  502 

This  section  authorizes  the  Administration  to  make  loans  (in 
addition  to  those  made  under  sec.  501  in  exchange  for  development 
company  obligations)  to  both  State  and  local  development  companies 
for  plant  construction,  acquisition,  or  expansion  (including  the 
acquisition  of  land).  Such  loans  could  be  made  either  directly  or  on 
a  participation  basis,  with  the  Administration’s  participation  limited 
to  90  percent  in  the  case  of  a  loan  made  on  a  deferred  participation 
basis,  and  must  be  so  secured  as  reasonably  to  assure  repayment. 
The  proceeds  of  each  such  loan  would  be  required  to  be  used  by  the 
development  company  to  assist  an  identifiable  small-business  concern 
for  a  sound  business  purpose,  and  would  be  limited  to  $250,000  for 
each  such  concern.  Any  such  development  company  would  have  to 
meet  criteria  established  by  the  Administration.  The  interest  rate 
on  such  loans  would  be  fixed  by  the  Administration.  The  maximum 
maturity  would  be  10  years  plus  any  additional  period  necessary  to 
complete  construction,  and  plus  a  further  period  of  up  to  10  years 
when  necessary  for  the  orderly  liquidation  of  the  loan.  The  authority 
to  make  such  loans  to  local  development  companies  would  terminate 
June  30,  1961. 

TITLE  VI— CHANGES  IN  FEDERAL  RESERVE  AUTHORITY 

Section  601.  Repeal  of  section  13b  of  the  Federal  Reserve  Act 

This  section  (effective  1  year  after  date  of  enactment)  repeals 
section  13b  of  the  Federal  Reserve  Act,  which  authorizes  working- 
capital  loans  to  business  concerns  by  Federal  Reserve  banks,  subject 
to  a  reservation  to  such  banks  of  the  power  to  carry  out  ancl  protect 
their  interest  in  transactions  heretofore  entered  into. 

Section  602.  Transfer  of  funds 

Subsection  (a)  of  this  section  directs  the  Federal  Reserve  banks, 
within  60  days  after  date  of  enactment,  to  pay  to  the  United  States 
all  amounts  heretofore  advanced  to  them  by  the  Secretary  of  the 
Treasury  for  operations  under  section  13b  of  the  Federal  Reserve 
Act.  Such  payment  would  constitute  a  full  discharge  of  their  liability 
to  the  United  States  under  that  section. 

Subsection  (b)  provides  that  amounts  so  repaid  to  the  United 
States  shall  be  covered  into  the  Treasury  as  miscellaneous  receipts. 

TITLE  VII - CRIMINAL  PENALTIES 

Section  701 

This  section  amends  title  18  of  the  United  States  Code  to  make  it  a 
crime  for  any  officer,  director,  or  employee  of  a  small-business  invest¬ 
ment  company  to  make  a  loan  to  an  examiner  of  such  company,  or  for 
such  examiner  to  accept  such  a  loan. 

Section  702 

This  section  amends  title  18  of  the  United  States  Code  to  make  it  a 
crime  for  any  officer,  director,  or  employee  of  a  small-business  invest¬ 
ment  company  to  receive  a  fee,  gift,  or  commission  (other  than  as 
compensation  for  services  rendered)  for  any  transaction  of  the  com¬ 
pany,  or  to  cause  or  procure  such  a  company  to  charge  or  receive  any 
unauthorized  fee,  gift,  or  other  consideration. 
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Section  703 

This  section  amends  title  18  of  the  United  States  Code  to  make  it  a 
crime  for  any  officer,  agent,  or  employee  of  a  small-business  investment 
company  to  embezzle  or  willfully  misapply  any  of  such  company’s 
funds,  securities,  or  other  things  of  value. 

Section  704 

This  section  amends  title  18  of  the  United  States  Code  to  make  it 
a  crime  for  any  officer,  agent,  or  employee  of  a  small-business  invest¬ 
ment  company,  with  intent  to  defraud,  to  make  a  false  entry  in  the 
company  records  or  to  engage  in  certain  unauthorized  transactions. 

Section  705 

This  section  amends  title  18  of  the  United  States  Code  to  make  it 
a  crime  for  any  person  knowingly  to  make  any  false  statement  or 
report  or  willfully  to  overvalue  any  property  or  security  for  the  pur¬ 
pose  of  influencing  the  action  of  a  small-business  investment  company. 

Changes  in  Existing  Law 

In  compliance  with  clause  3  of  rule  XIII  of  the  Rules  of  the  House 
of  Representatives,  changes  in  existing  law  made  by  the  bill,  as  passed 
by  the  Senate,  are  shown  as  follows  (existing  law  proposed  to  be 
omitted  is  enclosed  in  black  brackets,  new  matter  is  printed  in  italics, 
existing  law  in  which  no  change  is  proposed  is  shown  in  roman)  : 

Section  3  of  the  Securities  Act  of  1933 
(15  U.  S.  C.  77c) 

EXEMPTED  SECURITIES 

Sec.  3.  (a)  Except  as  hereinafter  expressly  provided,  the  provi¬ 
sions  of  this  title  shall  not  apply  to  any  of  the  following  classes  of 
securities  : 

(1)  Any  security  which,  prior  to  or  within  sixty  days  after  the 
enactment  of  this  title,  has  been  sold  or  disposed  of  by  the  issuer  or 
bona  fide  offered  to  the  public,  but  this  exemption  shall  not  apply  to 
any  new  offering  of  any  such  security  by  an  issuer  or  underwriter 
subsequent  to  such  sixty  days; 

(2)  Any  security  issued  or  guaranteed  by  the  United  States  or  any 
Territory  thereof,  or  by  the  District  of  Columbia,  or  by  any  State  of 
the  United  States,  or  by  any  political  subdivision  of  a  State  or  Terri¬ 
tory,  or  by  any  public  instrumentality  of  one  or  more  States  or 
Territories,  or  by  any  person  controlled  or  supervised  by  and  acting 
as  an  instrumentality  of  the  Government  of  the  United  States  pur¬ 
suant  to  authority  granted  by  the  Congress  of  the  United  States,  or 
any  certificate  of  deposit  for  any  of  the  foregoing,  or  any  security 
issued  or  guaranteed  by  any  national  bank,  or  by  any  banking  institu¬ 
tion  organized  under  the  laws  of  any  State  or  Territory  or  the  District 
of  Columbia,  the  business  of  which  is  substantially  confined  to  banking 
and  is  supervised  by  the  State  or  Territorial  banking  commission  or 
similar  official;  or  any  security  issued  by  or  representing  an  interest 
in  or  a  direct  obligation  of  a  Federal  Reserve  Bank; 

(3)  Any  note,  draft,  bill  of  exchange,  or  bankers’  acceptance 
which  arises  out  of  a  current  transaction  or  the  proceeds  of  which 
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have  been  or  are  to  be  used  for  current  transactions,  and  which  lias 
a  maturity  at  the  time  of  issuance  of  not  exceeding  nine  months, 
exclusive  of  days  of  grace,  or  any  renewal  thereof  the  maturity  of 
which  is  likewise  limited ; 

(4)  Any  security  issued  by  a  person  organized  and  operated  ex¬ 
clusively  for  religious,  educational,  benevolent,  fraternal,  charitable, 
or  reformatory  purposes  and  not  for  pecuniary  profit,  and  no  part 
of  the  net  earnings  of  which  inures  to  the  benefit  of  any  person, 
private  stockholder,  or  individual; 

(5)  Any  security  issued  by  a  building  and  loan  association,  home¬ 
stead  association,  savings  and  loan  association,  or  similar  institution, 
substantially  all  the  business  of  which  is  confined  to  the  making  of 
loans  to  members  (but  the  foregoing  exemption  shall  not  apply  with 
respect  to  any  such  security  where  the  issuer  takes  from  the  total 
amount  paid  or  deposited  by  the  purchaser,  by  way  of  any  fee,  cash 
value  or  other  device  whatsoever,  either  upon  termination  of  the 
investment  at  maturity  or  before  maturity,  an  aggregate  amount  in 
excess  of  3  per  centum  of  the  face  value  of  such  security),  or  any 
security  issued  by  a  farmers’  cooperative  association  as  defined  in 
paragraphs  (12),  (13),  and  (14)  of  section  103  of  the  Revenue  Act 
of  1932; 

(6)  Any  security  issued  by  a  common  or  contract  carrier,  the  issu¬ 
ance  of  which  is  subject  to  the  provisions  of  section  20a  of  the  Inter¬ 
state  Commerce  Act,  as  amended: 

(7)  Certificates  issued  by  a  receiver  or  by  a  trustee  in  bankruptcy, 
with  the  approval  of  the  court; 

(8)  Any  insurance  or  endowment  policy  or  annuity  contract  or 
optional  annuity  contract,  issued  by  a  corporation  subject  to  the 
supervision  of  the  insurance  commissioner,  bank  commissioner,  or 
any  agency  or  officer  performing  like  functions,  of  any  State  or 
Territory  of  the  United  States  or  the  District  of  Columbia: 

(9)  Any  security  exchanged  by  the  issuer  with  its  existing  security 
holders  exclusively  where  no  commission  or  other  remuneration  is  paid 
or  given  directly  or  indirectly  for  soliciting  such  exchange ; 

(10)  Any  security  which  is  issued  in  exchange  for  one  or  more  bona 
fide  outstanding  securities,  claims  or  property  interests,  or  partly  in 
such  exchange  and  partly  for  cash,  where  the  terms  and  conditions  of 
such  issuance  and  exchange  are  approved,  after  a  hearing  upon  the 
fairness  of  such  terms  and  conditions  at  which  all  persons  to  whom  it 
is  proposed  to  issue  securities  in  such  exchange  shall  have  the  right  to 
appear,  by  any  court,  or  by  any  official  or  agency  of  the  United  States, 
or  by  any  State  or  Territorial  banking  or  insurance  commission  or 
other  governmental  authority  expressly  authorized  by  law  to  grant 
such  approval; 

(1 1 )  Any  security  which  is  a  part  of  an  issue  offered  and  sold  only  to 
persons  resident  within  a  single  State  or  Territory,  where  the  issuer  of 
such  security  is  a  person  resident  and  doing  business  within,  or,  if  a 
corporation,  incorporated  by  and  doing  business  within,  such  State  or 
Territory. 

(b)  The  Commission  may  from  time  to  time  by  its  rules  and  regu¬ 
lations,  and  subject  to  such  terms  and  conditions  as  may  be  prescribed 
therein,  add  any  class  of  securities  to  the  securities  exempted  as  pro¬ 
vided  in  this  section,  if  it  finds  that  the  enforcement  of  this  title  with 
respect  to  such  securities  is  not  necessary  in  the  public  interest  and 
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for  the  protection  of  investors  by  reason  of  the  small  amount  in¬ 
volved  or  the  limited  character  of  the  public  offering;  but  no  issue 
of  securities  shall  be  exempted  under  this  subsection  where  the  aggre¬ 
gate  amount  at  which  such  issue  is  offered  to  the  public  exceeds 
$300,000. 

(c)  The  Commission  may  from  time  to  time  by  its  rules  and  regulations 
and  subject  to  such  terms  and  conditions  as  may  be  prescribed  therein,  add 
to  the  securities  exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the  Small  Business 
Investment  Act  of  1958  if  it  finds,  having  regard  to  the  purposes  of  that 
Act,  that  the  enforcement  of  this  Act  with  respect  to  such  securities  is  not 
necessary  in  the  public  interest  and  for  the  protection  of  investors. 


Section  304  of  the  Trust  Indenture  Act  of  1939 
(15  U.  S.  C.  77ddd) 

EXEMPTED  SECURITIES  AND  TRANSACTIONS 

Sec.  304.  (a)  The  provisions  of  this  title  shall  not  apply  to  any 
of  the  following  securities: 

(1)  any  security  other  than  (A)  a  note,  bond,  debenture, 
or  evidence  of  indebtedness,  whether  or  not  secured,  or  (B)  a 
certificate  of  interest  or  participation  in  any  such  note,  bond, 
debenture,  or  evidence  of  indebtedness,  or  (C)  a  temporary 
certificate  for,  or  guarantee  of,  any  such  note,  bond,  debenture, 
evidence  of  indebtedness,  or  certificate; 

(2)  any  certificate  of  interest  or  participation  in  two  or 
more  securities  having  substantially  different  rights  and  privi¬ 
leges,  or  a  temporary  certificate  for  any  such  certificate; 

(3)  any  security  which,  prior  to  or  within  six  months  after 
the  enactment  of  this  title,,  has  been  sold  or  disposed  of  by  the 
issuer  or  bona  fide  offered  to  the  public,  but  this  exemption  shall 
not  apply  to  any  new  offering  of  any  such  security  by  an  issuer 
subsequent  to  such  six  months; 

(4)  any  security  exempted  from  the  provisions  of  the  Securities 
Act  of  1933,  as  heretofore  amended,  by  paragraph  (2),  (3),  (4), 

(5),  (6),  (7),  (8),  or  (11)  of  subsection  3  (a)  thereof; 

(5)  any  security  issued  under  a  mortgage  indenture  as  to 
which  a  contract  of  insurance  under  the  National  Housing  Act 
is  in  effect;  and  any  such  security  shall  be  deemed  to  be  exempt 
from  the  provisions  of  the  Securities  Act  of  1933  to  the  same 
extent  as  though  such  security  were  specifically  enumerated  in 
section  3  (a)  (2)  of  such  Act; 

(6)  any  note,  bond,  debenture,  or  evidence  of  indebtedness 
issued  or  guaranteed  by  a  foreign  government  or  by  a  subdivi¬ 
sion,  department,  municipality,  agency,  or  instrumentality 
thereof ; 

(7)  any  guarantee  of  any  security  which  is  exempted  by  this 
subsection ; 

(8)  any  security  which  has  been  or  is  to  be  issued  otherwise 
than  under  an  indenture,  but  this  exemption  shall  not  be  applied 
within  a  period  of  twelve  consecutive  months  to  more  than 
$250,000  aggregate  principal  amount  of  any  securities  of  the 
same  issuer;  or 
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(9)  any  security  which  has  been  or  is  to  be  issued  under  an 
indenture  which  limits  the  aggregate  principal  amount  of  securi¬ 
ties  at  any  time  outstanding  thereunder  to  $1,000,000  or  less,  but 
this  exemption  shall  not  be  applied  within  a  period  of  thirty-six 
consecutive  months  to  more  than  $1,000,000  aggregate  principal 
amount  of  securities  of  the  same  issuer. 

In  computing  the  aggregate  principal  amount  of  securities  to  which 
the  exemptions  provided  by  paragraphs  (8)  and  (9)  may  be  applied, 
securities  to  which  the  provisions  of  sections  305  and  306  would  not 
have  applied,  irrespective  of  the  provisions  of  those  paragraphs,  shall 
be  disregarded. 

(b)  The  provisions  of  sections  305  and  306  shall  not  apply  (1)  to 
any  of  the  transactions  exempted  from  the  provisions  of  section  5  of 
the  Securities  Act  of  1933  by  section  4  thereof,  or  (2)  to  any  trans¬ 
action  which  would  be  so  exempted  but  for  the  last  sentence  of 
paragraph  (11)  of  section  2  of  such  Act. 

(c)  The  Commission  shall,  on  application  by  the  issuer  and  after 
opportunity  for  hearing  thereon,  by  order  exempt  from  any  one  or 
more  provisions  of  this  title  any  security  issued  or  proposed  to  be 
issued  under  any  indenture  under  which,  at  the  time  such  application 
is  filed,  securities  referred  to  in  paragraph  (3)  of  subsection  (a)  of 
this  section  are  outstanding,  if  and  to  the  extent  that  the  Commission 
finds  that  compliance  with  such  provision  or  provisions,  through  the 
execution  of  a  supplemental  indenture  or  otherwise — 

(1)  would  require,  by  reason  of  the  provisions  of  such  inden¬ 
ture,  or  the  provisions  of  any  other  indenture  or  agreement  made 
prior  to  the  enactment  of  this  title,  or  the  provisions  of  any 
applicable  law,  the  consent  of  the  holders  of  securities  outstand¬ 
ing  under  any  such  indenture  or  agreement;  or 

(2)  would  impose  an  undue  burden  on  the  issuer,  having  due 
regard  to  the  public  interest  and  the  interests  of  investors. 

(d)  The  Commission  may,  on  application  by  the  issuer  and  after 
opportunity  for  hearing  thereon,  by  order  exempt  from  any  one  or 
more  of  the  provisions  of  this  title  any  security  issued  or  proposed 
to  be  issued  by  a  person  organized  and  existing  under  the  laws  of  a 
foreign  government  or  a  political  subdivision  thereof,  if  and  to  the 
extent  that  the  Commission  finds  that  compliance  with  such  provision 
or  provisions  is  not  necessary  in  the  public  interest  and  for  the  pro¬ 
tection  of  investors. 

(e)  The  Commission  may  from  time  to  time  by  its  rules  and  regulations , 
and  subject  to  such  terms  and  conditions  as  may  be  prescribed  herein, 
add  to  the  securities  exempted  as  provided  in  this  section  any  class  of 
securities  issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  it  finds,  having  regard  to  the 
purposes  of  that  Act,  that  the  enforcement  of  this  Act  with  respect  to  such 
securities  is  not  necessary  in  the  public  interest  and  for  the  protection 
of  investor's. 
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Section*  18  of  the  Investment  Company  Act  of  1940 
(15  U.  S.  C.  80a-18) 

CAPITAL  STRUCTURE 

Sec.  18.  (a)  It  shall  be  unlawful  for  any  registered  closed-end 
company .  to  issue  any  class  of  senior  security,  or  to  sell  any  such 
security  of  which  it  is  the  issuer,  unless — 

(1)  if  such  class  of  senior  security  represents  an  indebted¬ 
ness — 

(A)  immediately  after  such  issuance  or  sale,  it  will  have 
an  asset  coverage  of  at  least  300  per  centum; 

(B)  provision  is  made  to  prohibit  the  declaration  of  any 
dividend  (except  a  dividend  payable  in  stock  of  the  issuer), 
or  the  declaration  of  any  other  distribution,  upon  any  class 
of  the  capital  stock  of  such  investment  company,  or  the 
purchase  of  any  such  capital  stock,  unless,  in  every  such 
case,  such  class  of  senior  securities  has  at  the  time  of  the 

)  declaration  of  any  such  dividend  or  distribution  or  at  the 

time  of  any  such  purchase  an  asset  coverage  of  at  least  300 
per  centum  after  deducting  the  amount  of  such  dividend, 
distribution,  or  purchase  price,  as  the  case  may  be,  except 
that  dividends  may  be  declared  upon  any  preferred  stock 
if  such  senior  security  representing  indebtedness  has  an 
asset  coverage  of  at  least  200  per  centum  at  the  time  of 
declaration  thereof  after  deducting  the  amount  of  such 
dividend;  and 

(C)  provision  is  made  either — 

(i)  that,  if  on  the  last  business  day  of  each  of  twelve 
consecutive  calendar  months  such  class  of  senior  securi¬ 
ties  shall  have  an  asset  coverage  of  less  than  100  per 
centum,  the  holders  of  such  securities  voting  as  a  class 
shall  be  entitled  to  elect  at  least  a  majority  of  the  mem¬ 
bers  of  the  board  of  directors  of  such  registered  com¬ 
pany,  such  voting  right  to  continue  until  such  class  of 
senior  security  shall  have  an  asset  coverage  of  110  per 
centum  or  more  on  the  last  business  day  of  each  of 
three  consecutive  calendar  months,  or 
)  (ii)  that,  if  on  the  last  business  day  of  each  of  twenty- 

four  consecutive  calendar  months  such  class  of  senior 
securities  shall  have  an  asset  coverage  of  less  than  100 
per  centum,  an  event  of  default  shall  be  deemed  to  have 
occurred ; 

(2)  if  such  class  of  senior  security  is  a  stock — 

(A)  immediately  after  such  issuance  or  sale  it  will  have  an 
asset  coverage  of  at  least  200  per  centum; 

(B)  provision  is  made  to  prohibit  the  declaration  of  any 
dividend  (except  a  dividend  payable  in  common  stock  of  the 
issuer),  or  the  declaration  of  any  other  distribution,  upon 
the  common  stock  of  such  investment  company,  or  the  pur¬ 
chase  of  any  such  common  stock,  unless  in  every  such  case 
such  class  of  senior  security  has  at  the  time  of  the  declara¬ 
tion  of  any  such  dividend  or  distribution  or  at  the  time  of 
any  such  purchase  an  asset  coverage  of  at  least  200  per 
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centum  after  deducting  the  amount  of  such  dividend,  distri¬ 
bution  or  purchase  price,  as  the  case  may  be; 

(C)  provision  is  made  to  entitle  the  holders  of  such  senior 
securities,  voting  as  a  class,  to  elect  at  least  two  directors  at 
all  times,  and,  subject  to  the  prior  rights,  if  any,  of  the 
holders  of  any  other  class  of  senior  securities  outstanding, 
to  elect  a  majority  of  the  directors  if  at  any  time  dividends 
on  such  class  of  securities  shall  be  unpaid  in  an  amount 
equal  to  two  full  years’  dividends  on  such  securities,  and  to 
continue  to  be  so  represented  until  all  dividends  in  arrears 
shall  have  been  paid  or  otherwise  provided  for; 

(D)  provision  is  made  requiring  approval  by  the  vote  of 
a  majority  of  such  securities,  voting  as  a  class,  of  any  plan 
of  reorganization  adversely  affecting  such  securities  or  of  any 
action  requiring  a  vote  of  security  holders  as  in  section  13  (a) 
provided;  and 

(E)  such  class  of  stock  shall  have  complete  priority  over 
any  other  class  as  to  distribution  of  assets  and  payment  of 
dividends,  which  dividends  shall  be  cumulative. 

(b)  The  asset  coverage  in  respect  of  a  senior  security  provided 
for  in  subsection  (a)  may  be  determined  on  the  basis  of  values  cal¬ 
culated  as  of  a  time  within  forty-eight  hours  (not  including  Sundays 
or  holidays)  next  preceding  the  time  of  such  determination.  The 
time  of  issue  or  sale  shall,  in  the  case  of  an  offering  of  such  securities 
to  existing  stockholders  of  the  issuer,  be  deemed  to  be  the  first  date 
on  which  such  offering  is  made,  and  in  all  other  cases  shall  be 
deemed  to  be  the  time  as  of  which  a  firm  commitment  to  issue  or 
sell  and  to  take  or  purchase  such  securities  shall  be  made. 

(c)  Notwithstanding  the  provisions  of  subsection  (a)  it  shall  be 
unlawful  for  any  registered  closed-end  investment  company  to  issue 
or  sell  any  senior  security  representing  indebtedness  if  immediately 
thereafter  such  company  will  have  outstanding  more  than  one  class  of 
senior  security  representing  indebtedness,  or  to  issue  or  sell  any 
senior  security  which  is  a  stock  if  immediately  thereafter  such  com¬ 
pany  will  have  outstanding  more  than  one  class  of  senior  security 
which  is  a  stock,  except  that  (1)  any  such  class  of  indebtedness  or 
stock  may  be  issued  in  one  or  more  series:  Provided,  That  no  such 
series  shall  have  a  preference  or  priority  over  any  other  series  upon 
the  distribution  of  the  assets  of  such  registered  closed-end  company 
or  in  respect  of  the  payment  of  interest  or  dividends,  and  (2)  promis¬ 
sory  notes  or  other  evidences  of  indebtedness  issued  in  consideration 
of  any  loan,  extension,  or  renewal  thereof,  made  by  a  bank  or  other 
person  and  privately  arranged,  and  not  intended  to  be  publicly  dis¬ 
tributed,  shall  not  be  deemed  to  be  a  separate  class  of  senior  securities 
representing  indebtedness  within  the  meaning  of  this  subsection  (c). 

(d)  It  shall  be  unlawful  for  any  registered  management  company 
to  issue  any  warrant  or  right  to  subscribe  to  or  purchase  a  security 
of  which  such  company  is  the  issuer,  except  in  the  form  of  warrants 
or  rights  to  subscribe  expiring  not  later  than  one  hundred  and  twenty 
days  after  their  issuance  and  issued  exclusively  and  ratably  to  a  class 
or  classes  of  such  company’s  security  holders;  except  that  any  warrant 
may  be  issued  in  exchange  for  outstanding  warrants  in  connection 
with  a  plan  of  reorganization. 


SMALL  BUSINESS  INVESTMENT  ACT  OF  1958  25 

(e)  The  provisions  of  this  section  18  shall  not  apply  to  any  senior 
securities  issued  or  sold  by  any  registered  closed-end  company — 

(1)  pursuant  to  any  firm  contract  to  purchase  or  sell  entered 
into  prior  to  March  15,  1940; 

(2)  for  the  purpose  of  refunding  through  payment,  purchase, 
redemption,  retirement,  or  exchange,  any  senior  security  of  such 
registered  investment  company  except  that  no  senior  security 
representing  indebtedness  shall  be  so  issued  or  sold  for  the  pur¬ 
pose  of  refunding  any  senior  security  which  is  a  stock;  or 

(3)  pursuant  to  any  plan  of  reorganization  (other  than  for 
refunding  as  referred  to  in  subsection  (e)  (2)),  provided — 

(A)  that  such  senior  securities  are  issued  or  sold  for  the 
purpose  of  substituting  or  exchanging  such  senior  securities 
for  outstanding  senior  securities,  and  if  such  senior  securi¬ 
ties  represent  indebtedness  they  are  issued  or  sold  for  the 
purpose  of  substituting  or  exchanging  such  senior  securities 
for  outstanding  senior  securities  representing  indebtedness, 
of  any  registered  investment  company  which  is  a  party  to 
such  plan  of  reorganization;  or 

(B)  that  the  total  amount  of  such  senior  securities  so 
issued  or  sold  pursuant  to  such  plan  does  not  exceed  the 
total  amount  of  senior  securities  of  all  the  companies  which 
are  parties  to  such  plan,  and  the  total  amount  of  senior 
securities  representing  indebtedness  so  issued  or  sold  pursu¬ 
ant  to  such  plan  does  not  exceed  the  total  amount  of  senior 
securities  representing  indebtedness  of  all  such  companies, 
or,  alternatively,  the  total  amount  of  such  senior  securities 
so  issued  or  sold  pursuant  to  such  plan  does  not  have  the 
effect  of  increasing  the  ratio  of  senior  securities  representing 
indebtedness  to  the  securities  representing  stock  or  the  ratio 
of  senior  securities  representing  stock  to  securities  junior 
thereto  when  compared  with  such  ratios  as  they  existed 
before  such  reorganization. 

(f)  (1)  It  shall  be  unlawful  for  any  registered  open-end  company 
to  issue  any  class  of  senior  security  or  to  sell  any  senior  security  of 
which  it  is  the  issuer,  except  that  any  such  registered  company  shall 
be  permitted  to  borrow  from  any  bank:  Provided,  That  immediately 
after  any  such  borrowing  there  is  an  asset  coverage  of  at  least  300 
per  centum  for  all  borrowings  of  such  registered  company:  And 
provided  further,  That  in  the  event  that  such  asset  coverage  shall  at 
any  time  fall  below  300  per  centum  such  registered  company  shall, 
within  three  days  thereafter  (not  including  Sundays  and  holidays)  or 
such  longer  period  as  the  Commission  may  prescribe  by  rules  and 
regulations,  reduce  the  amount  of  its  borrowings  to  an  extent  that  the 
asset  coverage  of  such  borrowings  shall  be  at  least  300  per  centum. 

(2)  “Senior  security”  shall  not,  in  the  case  of  a  registered  open- 
end  company  include  a  class  or  classes  or  a  number  of  series  of 
preferred  or  special  stock  each  of  which  is  preferred  over  all  other 
classes  or  series  in  respect  of  assets  specifically  allocated  to  that  class 
or  series:  Provided,  (A)  That  such  company  has  outstanding  no 
class  or  series  of  stock  which  is  not  so  preferred  over  all  other  classes 
or  series;  or  (B)  that  the  only  other  outstanding  class  of  the  issuer’s 
stock  consists  of  a  common  stock  upon  which  no  dividend  (other  than 
a  liquidating  dividend)  is  permitted  to  be  paid  and  which  in  the 


26 


SMALL  BUSINESS  INVESTMENT  ACT  OF  195  8 


aggregate  represents  not  more  than  one-half  of  1  per  centum  of  the 
issuer’s  outstanding  voting  securities. 

(g)  Unless  otherwise  provided:  “Senior  security”  means  any 
bond,  debenture,  note,  or  similar  obligation  or  instrument  constitut¬ 
ing  a  security  and  evidencing  indebtedness,  and  any  stock  of  a  class 
having  priority  over  any  other  class  as  to  distribution  of  assets  or 
payment  of  dividends;  and  “senior  security  representing  indebted¬ 
ness”  means  any  senior  security  other  than  stock. 

The  term  “senior  security”,  when  used  in  subparagraphs  (B)  and 
(C)  of  paragraph  (1)  of  subsection  (a),  shall  not  include  any 
promissory  note  or  other  evidence  of  indebtedness  issued  in  con¬ 
sideration  of  any  loan,  extension,  or  renewal  thereof,  made  by  a 
bank  or  other  person  and  privately  arranged,  and  not  intended  to 
be  publicly  distributed;  nor  shall  such  term,  when  used  in  this 
section  18,  include  any  such  promissory  note  or  other  evidence  of 
indebtedness  in  any  case  where  such  a  loan  is  for  temporary  pur¬ 
poses  only  and  in  an  amount  not  exceeding  5  per  centum  of  the 
value  of  the  total  assets  of  the  issuer  at  the  time  when  the  loan  is 
made.  A  loan  shall  be  presumed  to  be  for  temporary  purposes  if 
it  is  repaid  within  sixty  days  and  is  not  extended  or  renewed; 
otherwise  it  shall  be  presumed  not  to  be  for  temporary  purposes. 
Any  such  presumption  may  be  rebutted  by  evidence. 

(h)  “Asset  coverage”  of  a  class  of  senior  security  representing  an 
indebtedness  of  an  issuer  means  the  ratio  which  the  value  of  the  total 
assets  of  such  issuer,  less  all  liabilities  and  indebtedness  not  repre¬ 
sented  by  senior  securities,  bears  to  the  aggregate  amount  of  senior 
securities  representing  indebtedness  of  such  issuer.  “Asset  coverage” 
of  a  class  of  senior  security  of  an  issuer  which  is  a  stock  means  the  ratio 
which  the  value  of  the  total  assets  of  such  issuer,  less  all  liabilities  and 
indebtedness  not  represented  by  senior  securities,  bears  to  the  aggre¬ 
gate  amount  of  senior  securities  representing  indebtedness  of  such 
issuer  plus  the  aggregate  of  the  involuntary  liquidation  preference  of 
such  class  of  senior  security  which  is  a  stock.  The  involuntary  liqui¬ 
dation  preference  of  a  class  of  senior  security  which  is  a  stock  shall  be 
deemed  to  mean  the  amount  to  which  such  class  of  senior  security 
would  be  entitled  on  involuntary  liquidation  of  the  issuer  in  preference 
to  a  security  junior  to  it. 

(i)  Except  as  provided  in  subsection  (a)  of  this  section,  or  as  other¬ 
wise  required  by  law,  every  share  of  stock  hereafter  issued  by  a  regis¬ 
tered  management  company  (except  a  common-law  trust  of  the  char¬ 
acter  described  in  section  16  (b))  shall  be  a  voting  stock  and  have 
equal  voting  rights  with  every  other  outstanding  voting  stock:  Pro¬ 
vided ,  That  this  subsection  shall  not  apply  to  shares  issued  pursuant  to 
the  terms  of  any  warrant  or  subscription  right  outstanding  on  March 
15,  1940,  or  any  firm  contract  entered  into  before  March  15,  1940,  to 
purchase  such  securities  from  such  company  nor  to  shares  issued  in 
accordance  with  any  rules,  regulations,  or  orders  which  the  Commis¬ 
sion  may  make  permitting  such  issue. 

(j)  Notwithstanding  any  provision  of  this  title,  it  shall  be  unlawful, 
after  the  date  of  enactment  of  this  title,  for  any  registered  face-amount 
certificate  company — 

(1)  to  issue,  except  in  accordance  with  such  rules,  regulations,  or 
orders  as  the  Commission  may  prescribe  in  the  public  interest  or 
as  necessary  or  appropriate  for  the  protection  of  investors,  any 
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security  other  than  (A)  a  face-amount  certificate;  (B)  a  common 
stock  having  a  par  value  and  being  without  preference  as  to  divi¬ 
dends  or  distributions  and  having  at  least  equal  voting  rights  with 
any  outstanding  security  of  such  company;  or  (C)  short-term 
payment  or  promissory  notes  or  other  indebtedness  issued  in  con¬ 
sideration  of  any  loan,  extension,  or  renewal  thereof,  made  by  a 
bank  or  other  person  and  privately  arranged  and  not  intended 
to  be  publicly  offered; 

(2)  if  such  company  has  outstanding  any  security,  other  than 
such  face-amount,  certificates,  common  stock,  promissory  notes, 
or  other  evidence  of  indebtedness,  to  make  any  distribution  or 
declare  or  pay  any  dividend  on  any  capital  security  in  contra¬ 
vention  of  such  rules  and  regulations  or  orders  as  the  Commis¬ 
sion  may  prescribe  in  the  public  interest  or  as  necessary  or  appro¬ 
priate  for  the  protection  of  investors  or  to  insure  the  financial 
integrity  of  such  company,  to  prevent  the  impairment  of  the 
company’s  ability  to  meet  its  obligations  upon  its  face-amount 
certificates;  or 

(3)  to  issue  any  of  its  securities  except  for  cash  or  securities 
including  securities  of  which  such  company  is  the  issuer. 

(k)  The  provisions  of  subparagraphs  ( A )  and.  (B)  of  paragraph  ( 1 ) 
of  subsection  (a)  of  this  section  shall  not  apply  to  investment  companies 
operating  under  the  Small  Business  Investment  Act  of  1958. 


Section  13b  of  the  Federal  Reserve  Act 
(12  U.  S.  C.  352a) 

[Sec.  13b  (a)  In  exceptional  circumstances,  when  it  appears  to  the 
satisfaction  of  a  Federal  Reserve  bank  that  an  established  industrial 
or  commercial  business  located  in  its  district  is  unable  to  obtain 
requisite  financial  assistance  on  a  reasonable  basis  from  the  usual 
sources,  the  Federal  Reserve  bank,  pursuant  to  authority  granted  by 
the  Board  of  Governors  of  the  Federal  Reserve  System,  may  make 
loans  to,  or  purchase  obligations  of,  such  business,  or  may  make  com¬ 
mitments  with  respect  thereto,  on  a  reasonable  and  sound  basis,  for 
“the  purpose  of  providing  it  with  working  capital,  but  no  obligation  shall 
be  acquired  or  commitment,  made  hereunder  with  a  maturity  exceeding 
five  years. 

[(b)  Each  Federal  Reserve  bank  shall  also  have  power  to  discount 
for,  or  purchase  from,  any  bank,  trust  company,  mortgage,  company, 
credit  corporation  for  industry,  or  other  financing  institution  operating 
in  its  district,  obligations  having  maturities  not  exceeding  five  years, 
entered  into  for  the  purpose  of  obtaining  working  capital  for  any  such 
established  industrial  or  commercial  business;  to  make  loans  or 
advances  direct  to  any  such  financing  institution  on  the  security  of 
such  obligations;  and  to  make  commitments  with  regard  to  such 
discount  or  purchase  of  obligations  or  with  respect  to  such  loans  or 
advances  on  the  security  thereof,  including  commitments  made  in 
advance  of  the  actual  undertaking  of  such  obligations.  Each  such 
financing  institution  shall  obligate  itself  to  the  satisfaction  of  the 
Federal  Reserve  bank  for  at  least  20  per  centum  of  any  loss  which 
may  be  sustained  by  such  bank  upon  any  of  the  obligations  acquired 
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from  such  financing  institution,  the  existence  and  amount  of  any  such 
loss  to  be  determined  in  accordance  with  regulations  of  the  Board  of 
Governors  of  the  Federal  Reserve  System:  Provided,  That  in  lieu  of 
such  obligations  against  loss  any  such  financing  institution  may 
advance  at  least  20  per  centum  of  such  working  capital  for  any 
established  industrial  or  commercial  business  without  obligating 
itself  to  the  Federal  Reserve  bank  against  loss  on  the  amount  advanced 
by  the  Federal  Reserve  bank:  Provided,  however,  That  such  advances 
by  the  financing  institution  and  the  Federal  Reserve  bank  shall  be 
considered  as  one  advance,  and  repayment  shall  be  made  pro  rata 
under  such  regulations  as  the  Board  of  Governors  of  the  Federal 
Reserve  System  may  prescribe. 

[(c)  The  aggregate  amount  of  loans,  advances,  and  commitments 
of  the  Federal  Reserve  banks  outstanding  under  this  section  at  any 
one  time,  plus  the  amount  of  purchases  and  discounts  under  this 
section  held  at  the  same  time,  shall  not  exceed  the  combined  surplus 
of  the  Federal  Reserve  banks  as  of  July  1,  1934,  plus  all  amounts  a 
paid  to  the  Federal  Reserve  banks  by  the  Secretary  of  the  Treasury  \ 
under  subsection  (e)  of  this  section,  and  all  operations  of  the  Federal 
Reserve  banks  under  this  section  shall  be  subject  to  such  regulations 
as  the  Board  of  Governors  of  the  Federal  Reserve  System  may 
prescribe. 

[(d)  For  the  purpose  of  aiding  the  Federal  Reserve  banks  in  carry¬ 
ing  out  the  provisions  of  this  section,  there  is  established  in  each 
Federal  Reserve  district  an  industrial  advisory  committee,  to  be  ap¬ 
pointed  by  the  Federal  Reserve  bank  subject  to  the  approval  and 
regulations  of  the  Board  of  Governors  of  the  Federal  Reserve  System, 
and  to  be  composed  of  not  less  than  three  nor  more  than  five  members 
as  determined  by  the  Board  of  Governors  of  the  Federal  Reserve 
System.  Each  member  of  such  committee  shall  be  actively  engaged 
in  some  industrial  pursuit  within  the  Federal  Reserve  district  in  which 
the  committee  is  established,  and  each  such  member  shall  serve  with¬ 
out  compensation  but  shall  be  entitled  to  receive  from  the  Federal 
Reserve  bank  of  such  district  his  necessary  expenses  while  engaged  in 
the  business  of  the  committee,  or  a  per  diem  allowance  in  lieu  thereof 
to  be  fixed  by  the  Board  of  Governors  of  the  Federal  Reserve  System. 
Each  application  for  any  such  loan,  advance,  purchase,  discount,  or  a 
commitment  shall  be  submitted  to  the  appropriate  committee  ana,  \ 
after  an  examination  by  it  of  the  business  with  respect  to  which  the 
application  is  made,  the  application  shall  be  transmitted  to  the 
Federal  Reserve  bank,  together  with  the  recommendation  of  the 
committee. 

[(e)  In  order  to  enable  the  Federal  Reserve  banks  to  make  the 
loans,  discounts,  advances,  purchases,  and  commitments  provided  for 
in  this  section,  the  Secretary  of  the  Treasury,  on  and  after  June  19, 
1934,  is  authorized,  under  such  rules  and  regulations  as  he  shall  pre¬ 
scribe,  to  pay  to  each  Federal  Reserve  bank  not  to  exceed  such  portion 
of  the  sum  of  $139,299,557  as  may  be  represented  by  the  amount  paid 
by  each  Federal  Reserve  bank  for  stock  of  the  Federal  Deposit  Insur¬ 
ance  Corporation,  upon  the  execution  by  each  Federal  Reserve  bank 
of  its  agreement  (to  be  endorsed  on  the  certificate  of  such  stock)  to 
hold  such  stock  unencumbered  and  to  pay  to  the  United  States  all 
dividends,  all  payments  on  liquidation,  and  all  other  proceeds  of  such 
stock,  for  which  dividends,  payments,  and  proceeds  the  United  States 
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shall  be  secured  by  such  stock  itself  up  to  the  total  amount  paid  to 
each  Federal  Reserve  bank  by  the  Secretary  of  the  Treasury  under 
this  section.  Each  Federal  Reserve  bank,  in  addition,  shall  agree  that, 
in  the  event  such  dividends,  payments,  and  other  proceeds  in  any 
calendar  year  do  not  aggregate  2  per  centum  of  the  total  payment 
made  by  the  Secretary  of  the  Treasury,  under  this  section,  it  will  pay 
to  the  United  States  in  such  year  such  further  amount,  if  any,  up  to 
2  per  centum  of  the  said  total  payment,  as  shall  be  covered  by  the 
net  earnings  of  the  bank  for  that  year  derived  from  the  use  of  the  sum 
so  paid  by  the  Secretary  of  the  Treasury,  and  that  for  said  amount  so 
due  the  United  States  shall  have  a  first  claim  against  such  earnings 
and  stock,  and  further  that  it  will  continue  such  payments  until  the 
final  liquidation  of  said  stock  by  the  Federal  Deposit  Insurance  Cor¬ 
poration.  The  sum  so  paid  to  each  Federal  Reserve  bank  by  the  Secre¬ 
tary  of  the  Treasury  shall  become  a  part  of  the  surplus  fund  of  such 
Federal  Reserve  bank  within  the  meaning  of  this  section.  All  amounts 
required  to  be  expended  by  the  Secretary  of  the  Treasury  in  order  to 
»  carry  out  the  provisions  of  this  section  shall  be  paid  out  of  the  miscel¬ 
laneous  receipts  of  the  Treasury  created  by  the  increment  resulting 
from  the  reduction  of  the  weight  of  the  gold  dollar  under  the  Presi¬ 
dent’s  proclamation  of  January  31,  1934;  and  there  is  appropriated, 
out  of  such  receipts,  such  sum  as  shall  be  required  for  such  purpose.] 


Section  207  of  the  Small  Business  Act  of  1953 

Sec.  207.  (a)  The  Administration  is  empowered  to  make  loans  to 
enable  small-business  concerns  to  finance  plant  construction,  conver¬ 
sion,  or  expansion,  including  the  acquisition  of  land;  or  to  finance  the 
acquisition  of  equipment,  facilities,  machinery,  supplies,  or  materials; 
or  to  supply  such  concerns  with  working  capital  to  be  used  in  the 
manufacture  of  articles,  equipment,  supplies,  or  materials  for  war, 
defense,  or  essential  civilian  production  or  as  may  be  necessary  to 
insure  a  well-balanced  national  economy;  and  such  loans  may  be  made 
or  effected  either  directly  or  in  cooperation  with  banks  or  other  lending 
institutions  through  agreements  to  participate  on  an  immediate  or 
deferred  bate  is:  Provided,  however,  That  the  foregoing  powers  shall  be 
'/■subject  to  the  following  restrictions  and  limitations: 

(1)  No  financial  assistance  shall  be  extended  pursuant  to  (a) 
above  unless  the  financial  assistance  applied  for  is  not  otherwise 
available  on  reasonable  terms  and  all  loans  made  shall  be  of  such 
sound  value  or  so  secured  as  reasonably  to  assure  repayment;  no 
immediate  participation  may  be  purchased  unless  it  is  shown  that 
a  deferred  participation  is  not  available;  and  no  loan  may  be  made 
unless  it  is  shown  that  a  participation  is  not  available. 

(2)  No  loan  shall  be  extended  pursuant  to  (a)  above  if  the 
total  amount  outstanding  and  committed  (by  participation  or 
otherwise)  to  the  borrower  from  the  revolving  fund  established 
by  this  title  would  exceed  $250,000,  and  no  loan,  including 
renewals  or  extensions  thereof,  may  be  made  for  a  period  or 
periods  exceeding  ten  years,  except  that  any  loan  made  for  the 
purpose  of  constructing  industrial  facilities  may  have  a  maturity 
of  ten  years  plus  such  additional  period  as  is  estimated  may  be 
required  to  complete  such  construction,  and  any  such  loan  shall 
bear  interest  at  the  rate  prevailing  in  the  area  where  the  money 
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loaned  is  to  be  used  but  shall  not  exceed  6  per  centum  per 
annum:  Provided,  That  for  foregoing  limitation  of  $250,000  shall 
not  apply  to  any  loan  extended  to  any  corporation  formed  and 
capitalized  by  a  group  of  small  business  concerns  with  resources 
provided  by  them  for  the  purpose  of  establishing  facilities  in  and 
through  such  corporation  to  produce  or  secure  raw  materials  or 
supplies:  Provided  further,  That  for  any  such  corporation  the 
limit  of  any  loan  extended  or  made  as  provided  for  in  this  section 
shall  be  $250,000  multiplied  by  the  number  of  separate  small 
businesses  which  have  formed  and  capitalized  a  corporation  as 
hereinbefore  provided  for  in  this  section,  and  if  a  loan  to  such 
corporation  is  for  the  purpose  of  constructing  facilities,  then  the 
loan  may  have  a  maturity  not  to  exceed  twenty  years  plus  such 
additional  time  as  is  required  to  complete  such  construction  and 
at  an  interest  rate  of  not  less  than  3  nor  more  than  5  per  centum 
per  annum:  And  provided  further,  That  no  act  or  omission  to 
act  pursuant  to  this  section,  if  found  and  approved  by  the  Small 
Business  Administration  as  contributing  to  the  needs  of  small  a 
business,  shall  be  construed  to  be  within  the  prohibitions  of  the  " 
antitrust  laws  or  the  Federal  Trade  Commission  Act  of  the 
United  States.  A  copy  of  the  statement  of  any  such  finding  and 
approval  intended  to  be  within  the  coverage  of  this  section, 
and  any  modification  or  withdrawal  thereof,  shall  be  furnished 
to  the  Attorney  General  and  the  Chairman  of  the  Federal  Trade 
Commission  when  made,  and  it  shall  be  published  in  the  Federal 
Register.  The  authority  granted  in  the  last  preceding  proviso 
shall  be  delegated  only  (1)  to  an  official  who  shall  for  the  purpose 
of  such  delegation  be  appointed  by  the  President  by  and  with 
the  advice  and  consent  of  the  Senate,  unless  otherwise  required 
to  be  appointed,  (2)  upon  the  condition  that  such  official  consult 
with  the  Attorney  General  and  with  the  Chairman  of  the  Federal 
Trade  Commission  not  less  than  ten  days  before  making  and 
stating  any  such  finding  and  approval  as  is  authorized  in  this 
subsection  (a),  and  (3)  upon  the  condition  that  such  official 
obtain  a  statement  in  writing  from  the  Attorney  General  that 
he,  mindful  of  the  antitrust  laws  and  the  public  interest,  concurs 
in  the  finding  and  approval  made  and  granted  by  the  Small 
Business  Administration.  Upon  withdrawal  of  any  finding  or  J 
approval  made  hereunder  the  provisions  of  this  section  shall  not  V 
apply  to  any  subsequent  act  or  omission  to  act  by  reason  of 
such  finding  or  approval.  The  Attorney  General  is  directed  to 
make,  or  request  the  Federal  Trade  Commission  to  make  for 
him,  surveys  for  the  purpose  of  determining  any  factors  which 
may  tend  to  eliminate  competition,  create  or  strengthen  monop¬ 
olies,  injure  small  business,  or  otherwise  promote  undue  con¬ 
centration  of  economic  power  in  the  course  of  the  administration 
of  this  Act.  The  Attorney  General  shall  submit  to  the  Congress 
and  the  President  within  ninety  days  after  approval  of  this  Act, 
and  at  such  times  thereafter  as  he  deems  desirable,  reports 
setting  forth  the  results  of  such  surveys  and  including  such  recom¬ 
mendations  as  he  may  deem  desirable. 

(3)  In  agreements  to  participate  in  loans  on  a  deferred  basis 
under  this  subsection  or  under  subsection  (b)  (1)  of  this  section, 
such  participation  by  the  Administration  shall  not  be  in  excess 
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of  90  per  centum  of  the  balance  of  the  loan  outstanding  at  the 
time  of  disbursement. 

(b)  The  Administration  also  is  empowered — 

(1)  to  make  such  loans  (either  directly  or  in  cooperation  with 
banks  or  other  lending  institutions  through  agreements  to 
participate  on  an  immediate  or  deferred  basis)  as  the  Adminis¬ 
tration  may  determine  to  be  necessary  or  appropriate  because  of 
floods  or  other  catastrophes,  including  necessary  or  appropriate 
loans  to  any  small-business  concern  located  in  an  area  where  a 
drought  is  occurring,  if  the  Administration  determines  that  the 
small-business  concern  has  suffered  a  substantial  economic  injury 
as  a  result  of  such  drought,  and  the  President  has  determined 
under  the  Act  entitled  “An  Act  to  authorize  Federal  assistance 
to  States  and  local  governments  in  major  disasters,  and  for  other 
purposes”,  approved  September  30,  1950,  as  amended  (42  U.  S.  C., 
secs.  1855-1855g),  that  such  drought  is  a  major  disaster,  or  the 
Secretary  of  Agriculture  has  found  under  the  Act  entitled  “An 
Act  to  abolish  the  Regional  Agricultural  Credit  Corporation  of 
Washington,  District  of  Columbia,  and  transfer  its  functions  to 
the  Secretary  of  Agriculture,  to  authorize  the  Secretary  of 
Agriculture  to  make  disaster  loans,  and  for  other  purposes”, 
approved  April  6,  1949,  as  amended  (12  U.  S.  C.,  secs.  1148a-l- 
1148a-3),  that  such  drought  constitutes  a  production  or  economic 
disaster  in  such  area:  Provided,  That  no  such  loan  including 
renewals  and  extensions  thereof  may  be  made  for  a  period  or 
periods  exceeding  twenty  years:  And  provided  further,  That  the 
interest  rate  on  the  Administration’s  share  of  loans  made  under 
this  paragraph  shall  not  exceed  3  per  centum  per  annum; 

(2)  to  enter  into  contracts  with  United  States  Government 
and  any  department,  agency,  or  officer  thereof  having  procure¬ 
ment  powers  obligating  the  Administration  to  furnish  articles, 
equipment,  supplies,  or  materials  to  the  Government; 

(3)  to  arrange  for  the  performance  of  such  contracts  by  ne¬ 
gotiating  or  otherwise  letting  subcontracts  to  small-business  con¬ 
cerns  or  others  for  the  manufacture,  supply,  or  assembly  of  such 
articles,  equipment,  supplies,  or  materials,  or  parts  thereof,  or 
servicing  or  processing  in  connection  therewith,  or  such  manage¬ 
ment  services  as  may  be  necessary  to  enable  the  Administration 
to  perform  such  contracts ; 

(4)  to  provide  technical  and  managerial  aids  to  small-business 
concerns,  by  advising  and  counseling  on  matters  in  connection 
with  Government  procurement  and  on  policies,  principles,  and 
practices  of  good  management,  including  but  not  limited  to  cost 
accounting,  methods  of  financing,  business  insurance,  accident 
control,  wage  incentives  and  methods  engineering,  by  cooperating 
and  advising  with  voluntary  business,  professional,  educational, 
and  other  nonprofit  organizations,  associations,  and  institutions 
and  with  other  Federal  and  State  agencies,  by  maintaining  a 
clearinghouse  for  information  concerning  the  managing,  financing, 
and  operation  of  small-business  enterprises,  by  disseminating 
such  information,  and  by  such  other  activities  as  are  deemed 
appropriate  by  the  Administration;  and 

(5)  to  further  extend  the  maturity  of  or  renew  any  loan  made 
pursuant  to  this  section,  beyond  the  periods  stated  therein,  or 
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any  loan  transferred  to  the  Administration  pursuant  to  Re¬ 
organization  Plan  Numbered  2  of  1954,  for  additional  periods 
not  to  exceed  ten  years,  if  such  extension  or  renewal  will  aid  in 
the  orderly  liquidation  of  such  loan. 

(c)  The  Administration  also  is  empowered  to  make  grants  to  any 
State  government,  or  any  agency  thereof,  State  chartered  development 
credit  or  finance  corporations,  land-grant  colleges  and  universities,  and 
colleges  and  schools  of  business,  engineering,  commerce,  or  agricultural 
studies,  research,  ancl  counseling  concerning  the  managing,  financing, 
and  operation  of  small-business  enterprises  and  technical  and  statistical 
information  necessary  thereto  in  order  to  carry  out  the  purposes  of  sub¬ 
section  (6)  (4)  of  this  section  by  coordinating  such  information  with 
existing  information  facilities  within  the  State  and  by  making  such  in¬ 
formation  available  to  State  and  local  agencies.  Only  one  such  grant 
shall  be  made  within  any  one  State  in  any  one  year,  and  no  such  grant 
shall  exceed  an  aggregate  amount  of  $40,000.  Such  grants  shall  be 
made  from  the  fund  established  in  the  Treasury  by  section  602  (b)  of  the 
Small  Business  Investment  Act  of  1958. 


Title  18  of  the  United  States  Code 

sf:  Jjc  $  3fc  ♦  ♦ 

CHAPTER  II. - BRIBERY  AND  GRAFT 

Sec. 

201.  Offer  to  officer  or  other  person. 

202.  Acceptance  or  solicitation  by  officer  or  other  person. 

203.  Acceptance  or  demand  by  district  attorneys  or  marshals  or  their  assistants. 

204.  Offer  to  Member  of  Congress. 

205.  Acceptance  by  Member  of  Congress. 

206.  Offer  to  judge  or  judicial  officer. 

207.  Acceptance  by  judge. 

208.  Acceptance  or  solicitation  by  judicial  officer. 

209.  Offer  to  witness. 

210.  Acceptance  by  witness. 

211.  Offer  of  gratuity  to  revenue  officer. 

212.  Offer  or  threat  to  customs  officer  or  employee. 

213.  Acceptance  or  demand  by  customs  officer  or  employee. 

214.  Offer  to  procure  appointive  public  office. 

215.  Acceptance  or  solicitation  to  obtain  appointive  public  office. 

216.  Procurement  of  contract  by  officer  or  Member  of  Congress.  -■* 

217.  Offer  of  loan  or  gratuity  to  bank  examiner. 

218.  Acceptance  of  loan  or  gratuity  by  bank  examiner. 

219.  Offer  for  procurement  of  Federal  Reserve  bank  loan  and  discount  of  commer¬ 

cial  paper. 

220.  Receipt  of  commissions  or  gifts  for  procuring  loans. 

221.  Receipt  or  charge  of  commission  or  gifts  for  [farm  loan  or  land  bank]  farm 

loan,  land  bank,  or  small  business  transactions. 

222.  Acceptance  of  consideration  for  adjustment  of  farm  indebtedness. 

223.  Home  Owners’  Loan  Corporation  transactions. 

******  * 

Sec.  217.  Offer  of  loan  or  gratuit}^  to  bank  examiner. 

Whoever,  being  an  officer,  director  or  employee  of  a  bank  which 
is  a  member  of  the  Federal  Reserve  System  or  the  deposits  of  which 
are  insured  by  the  Federal  Deposit  Insurance  Corporation,  or  of  any 
National  Agricultural  Credit  Corporation,  or  of  any  land  bank, 
national  farm  loan  association  or  other  institution  subject  to  exami¬ 
nation  by  a  farm  credit  examiner,  or  of  any  small  business  investment 
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company,  makes  or  grants  any  loan  or  gratuity,  to  any  examiner  or 
assistant  examiner  who  examines  or  has  authority  to  examine  such 
bank,  corporation,  or  institution,  shall  be  fined  not  more  than  $5,000 
or  imprisoned  not  more  than  one  year,  or  both;  and  may  be  fined  a 
further  sum  equal  to  the  money  so  loaned  or  gratuity  given. 

******* 

Sec.  218.  Acceptance  of  loan  or  gratuity  by  bank  examiner. 

Whoever,  being  an  examiner  or  assistant  examiner  of  member  banks 
of  the  Federal  Reserve  System  or  banks  the  deposit  of  which  are  in¬ 
sured  by  the  Federal  Deposit  Insurance  Corporation,  or  a  farm  credit 
examiner  or  examiner  of  National  Agricultural  Credit  Corporations, 
or  an  examiner  of  small  business  investment  companies,  accepts  a  loan 
or  gratuity  from  any  bank,  corporation,  association  or  organization 
examined  by  him  or  from  any  person  connected  therewith,  shall  be 
fined  not  more  than  $5,000  or  imprisoned  not  more  than  one  year,  or 
both;  and  may  be  fined  a  further  sum  equal  to  the  money  so  loaned 
)or  gratuity  given,  and  shall  be  disqualified  from  holding  office  as  such 
examiner. 

******* 

Sec.  221.  Receipt  or  charge  of  commissions  or  gifts  for  [farm  loan 
or  land  bank]  farm  loan,  land  bank,  or  small  business 
transactions. 

Whoever,  being  an  officer,  director,  attorney,  or  employee  of  a 
national  farm  loan  association,  a  Federal  land  bank,  or  a  joint-stock 
land  bank,  organized  or  acting  under  authority  of  any  law  of  the 
United  States,  or  a  small  business  investment  company,  is  a  beneficiary 
of  or  receives,  directly  or  indirectly,  any  fee,  commission,  gift,  or  other 
consideration  for  or  in  connection  with  any  transaction  or  business  of 
such  association  or  bank,  other  than  the  usual  salary  or  director’s  fee 
paid  to  such  officer,  director,  or  employee  thereof,  and  a  reasonable 
fee  paid  by  such  association  or  bank  to  such  officer,  director,  attorney, 
or  employee  for  services  rendered,  shall  be  fined  not  more  than  $5,000 
or  imprisoned  not  more  than  one  year,  or  both. 

Whoever  causes  or  procures  any  Federal  land  bank,  joint-stock 
.land  bank  or  national  farm  loan  association,  organized  under  any 
yAc.t  of  Congress,  or  any  small  business  investment  company,  to  charge 
or  receive  any  fee,  commission,  bonus,  gift,  or  other  consideration  not 
specifically  authorized,  shall  be  fined  not  more  than  $5,000  or  im¬ 
prisoned  not  more  than  one  year,  or  both. 

******* 

Sec.  657.  Lending,  credit  and  insurance  institutions. 

Whoever,  being  an  officer,  agent  or  employee  of  or  connected  in 
any  capacity  with  the  Reconstruction  Finance  Corporation,  Federal 
Deposit  Insurance  Corporation,  Home  Owners’  Loan  Corporation, 
Farm  Credit  Administration,  Federal  Housing  Administration,  Federal 
Farm  Mortgage  Corporation,  Federal  Crop  Insurance  Corporation, 
Farmers’  Home  Corporation,  the  Secretary  of  Agriculture  acting 
through  the  Farmers’  Home  Administration,  or  any  land  bank,  inter¬ 
mediate  credit  bank,  bank  for  cooperatives  or  any  lending,  mortgage, 
insurance,  credit  or  savings  and  loan  corporation  or  association  au¬ 
thorized  or  acting  under  the  laws  of  the  United  States  or  any  institu- 
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tion  the  accounts  of  which  are  insured  by  the  Federal  Savings  and 
Loan  Insurance  Corporation,  or  any  small  business  investment  company, 
and  whoever,  being  a  receiver  of  any  such  institution,  or  agent  or 
employee  of  the  receiver,  embezzles,  abstracts,  purloins  or  willfully 
misapplies  any  moneys,  funds,  credits,  securities  or  other  things  of 
value  belonging  to  such  institution,  or  pledged  or  otherwise  intrusted 
to  its  care,  shall  be  fined  not  more  than  $5,000  or  imprisoned  not  more 
than  five  years,  or  both;  but  if  the  amount  or  value  embezzled,  ab¬ 
stracted,  purloined  or  misapplied  does  not  exceed  $100,  he  shall  be 
fined  not  more  than  $1,000  or  imprisoned  not  more  than  one  year,  or 
both. 

Sec.  1006.  Federal  credit  institution  entries,  reports  and  transactions. 

Whoever,  being  an  officer,  agent  or  employee  of  or  connected  in 
any  capacity  with  the  Reconstruction  Finance  Corporation,  Federal 
Deposit  Insurance  Corporation,  Home  Owners’  Loan  Corporation, 
Farm  Credit  Administration,  Federal  Housing  Administration,  Federal^ 
Farm  Mortgage  Corporation,  Federal  Crop  Insurance  Corporation,* 
Farmers’  Home  Corporation,  the  Secretary  of  Agriculture  acting 
through  the  Farmers’  Home  Administration,  or  any  land  bank,  inter¬ 
mediate  credit  bank,  bank  for  cooperatives  or  any  lending,  mortgage, 
insurance,  credit  or  savings  and  loan  corporation  or  association  author¬ 
ized  or  acting  under  the  laws  of  the  United  States  or  any  institution 
the  accounts  of  which  are  insured  by  the  Federal  Savings  and  Loan 
Insurance  Corporation,  or  any  small  business  investment  company, 
with  intent  to  defraud  any  such  institution  or  any  other  company, 
body  politic  or  corporate,  or  any  individual,  or  to  deceive  any  officer, 
auditor,  examiner  or  agent  of  any  such  institution  or  of  department 
or  agency  of  the  United  States,  makes  any  false  entry  in  any  book, 
report  or  statement  of  or  to  any  such  institution,  or  without  being 
duly  authorized,  draws  any  order  or  bill  of  exchange,  makes  any 
acceptance,  or  issues,  puts  forth  or  assigns  any  note,  debenture,  bond 
or  other  obligation,  or  draft,  bill  of  exchange,  mortgage,  judgment, 
or  decree,  or,  with  intent  to  defraud  the  United  States  or  any  agency 
thereof,  or  any  corporation,  institution,  or  association  referred  to  in 
this  section,  participates  or  shares  in  or  receives  directly  or  indirectly 
any  money,  profit,  property,  or  benefits  through  any  transaction, d 
loan,  commission,  contract,  or  any  other  act  of  any  such  corporation,* 
institution,  or  association,  shall  be  fined  not  more  than  $10,000  or 
imprisoned  not  more  than  five  years,  or  both. 

♦  *  *  *  ifc  * 

Sec.  1014.  Loan  and  credit  applications  generally;  renewals  and  dis¬ 
counts;  crop  insurance. 

Whoever  knowingly  makes  any  false  statement  or  report,  or  willfully 
overvalues  any  land,  property  or  security,  for  the  purpose  of  influence- 
ing  in  any  waj^  the  action  of  the  Reconstruction  Finance  Corporation, 
Farm  Credit  Administration,  Federal  Crop  Insurance  Corporation, 
Farmers’  Home  Corporation,  the  Secretary  of  Agriculture  acting 
through  the  Farmers’  Home  Administration,  any  Federal  intermediate 
credit  bank,  or  the  Federal  Farm  Mortgage  Corporation,  or  any  divi¬ 
sion,  officer,  or  employee  thereof,  or  of  any  corporation  organized  under 
sections  1131-1 134m  of  title  12,  or  of  any  regional  agricultural  credit 


SMALL  BUSINESS  INVESTMENT  ACT  OF  1958 


35 


corporation  established  pursuant  to  law,  or  of  the  National  Agricul¬ 
tural  Credit  Corporation,  a  Federal  Home  Loan  Bank,  the  Federal 
Home  Loan  Bank  Board,  the  Home  Owners’  Loan  Corporation,  a 
Federal  Savings  and  Loan  Association,  a  Federal  land  bank,  a  joint- 
stock  land  bank,  a  National  farm  loan  association,  or  of  a  Federal 
Reserve  Bank,  or  of  a  small  business  investment  company,  upon  any 
application,  advance,  discount,  purchase,  purchase  agreement,  repur¬ 
chase  agreement,  commitment,  or  loan,  or  any  change  or  extension  of 
any  of  the  same,  by  renewal,  deferment  of  action  or  otherwise,  or  the 
acceptance,  release,  or  substitution  of  security  therefor,  shall  be 
fined  not  more  than  $5,000  or  imprisoned  not  more  than  two  years,, 
or  both. 


■  '  ' 


•;  _  '  '  ‘  ■  </  •  ft 


■ 

•el 


1 


•f/ 
d-iX 
.  -  J* 


< 


< 


85th  CONGRESS 
2d  Session 


Union  Calendar  No.  842 

S.  3651 

[Report  No.  2060] 


IN  THE  HOUSE  OF  REPRESENTATIVES 

June  10, 1958 
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AN  ACT 

To  make  equity  capital  and  long-term  credit  more  readily  avail¬ 
able  for  small-business  concerns,  and  for  other  purposes. 

1  Be  it  enacted  by  the  Senate  and  House  of  Representa- 

2  lives  of  the  United  States  of  America  in  Congress  assembled, 

3  TITLE  I— SHORT  TITLE,  STATEMENT  OF  PUR- 

4  POSE,  POLICY,  AND  DEFINITIONS 

5  SHORT  TITLE 

6  Sec.  101.  This  Act,  divided  into  titles  and  sections 

7  according  to  the  following  table  of  contents,  may  be  cited  as 

8  the  “Small  Business  Investment  Act  of  1958”. 
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STATEMENT  OF  POLICY 

Sec.  102.  It  is  declared  to  be  the  policy  of  the  Congress 
and  the  purpose  of  this  Act  to  improve  and  stimulate  the 
national  economy  in  general  and  the  small-business  segment 
thereof  in  particular  by  establishing  a  program  to  stimulate 
and  supplement  the  flow  of  private  equity  capital  and  long¬ 
term  loan  funds  which  small-business  concerns  need  for  the 
sound  financing  of  their  business  operations  and  for  their 
growth,  expansion,  and  modernization,  and  which  are  not 
available  in  adequate  supply:  Provided ,  however,  That  this 
policy  shall  be  carried  out  in  such  manner  as  to  insure  the 
maximum  participation  of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the  provisions 
of  this  Act  shall  be  so  administered  that  any  financial  as¬ 
sistance  provided  hereunder  shall  not  result  in  a  substantial 
increase  of  unemployment  in  any  area  of  the  country. 

DEFINITIONS 

Sec.  103.  -{af  As  used  in  this  Act — 

(1)  the  term  “Administration”  means  the  Small 
Business  Administration ; 

(2)  the  term  “Administrator”  means  the  Adminis¬ 
trator  of  the  Small  Business  Administration; 

-f&f  the  term  “company”  means  a  small  business 
investment  company  organized  as  provided  in  title  144-; 

(3)  the  terms  “ small  business  investment  company ” 
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and  “ company ”  mean  a  small  business  investment  com¬ 
pany  organized  as  provided  in  title  111,  including  a 
State  investment  company  ivhicli  has  obtained  the  ap¬ 
proval  of  the  Administrator  to  operate  under  the  pro¬ 
visions  of  this  Act  as  provided  in  section  309  and  a 
company  converted  into  a  small  business  investment 
company  under  section  401  of  this  Act; 

(4)  the  term  “United  States”  means  the  several 
States,  the  Territories  of  Alaska  and  Hawaii,  the  Dis¬ 
trict  of  Columbia,  and  the  Commonwealth  of  Puerto 
Rico ; 

(5)  the  term  “small-business  concern”  shall  have 
the  same  meaning  as  in  the  Small  Business  Act  of  4953 ; 
and 

-(#)-  the  term  “investment  companies^  means  in¬ 
vestment  companies  as  defined  in  scetion  d  of  the  In¬ 
vestment  Company  Aet  of  -4940  which  are  subject  to 
the  provisions  of  that  Acti  and 

-fT-}-  (6)  the  term  “State  and  local  development 
companies”  means  enterprises  incorporated  under  State 
law  with  the  authority  to  promote  and  assist  the  growth 
and  development  of  small-business  concerns  in  the  areas 
covered  by  their  operations. 


I/'V 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


6 


TITLE  II— SMALL  BUSINESS  INVESTMENT 
DIVISION  OF  THE  SMALL  BUSINESS  AD¬ 
MINISTRATION 

ESTABLISHMENT  OF  SMALL  BUSINESS  INVESTMENT 

DIVISION 

Sec.  201.  There  is  hereby  established  in  the  Small  Busi¬ 
ness  Administration  a  division  to  be  known  as  the  Small 
Business  Investment  Division.  The  Division  shall  be  headed 
by  a  Deputy  Administrator  who  shall  be  appointed  by  the 
Administrator,  and  shall  receive  compensation  at  the  rate 
provided  by  law  for  other  deputy  administrators  of  the  Small 
Business  Administration.  The  powers  conferred  by  this  Act 
upon  the  Administration  shall  be  exercised  by  the  Adminis¬ 
tration  through  the  Small  Business  Investment  Division,  and 
the  powers  herein  conferred  upon  the  Administrator  shall 
be  exercised  by  him  through  the  Deputy  Administrator  ap¬ 
pointed  hereunder.  In  the  performance  of,  and  with  respect 
to  the  functions,  powers,  and  duties  vested  by  this  Act,  the 
Administrator  and  the  Administration  shall  (in  addition  to 
any  authority  otherwise  vested  by  this  Act)  have  the  func¬ 
tions,  powers,  and  duties  set  forth  in  the  Small  Business  Act 
of  4-953,  and  the  provisions  of  sections  209  and  240 13  and  16 
of  that  Act,  insofar  as  applicable,  are  extended  to  apply  to 
the  functions  of  the  Administrator  and  the  Administration 
under  this  Act.  Subject  to  the  standards  and  procedures 
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under  section  505  of  the  Classification  Act  of  1949,  as 
amended,  not  to  exceed  three  positions  in  the  Small  Business 
Investment  Division  of  the  Administration  may  he  placed 
in  grades  16,  17,  and  18  of  the  General  Schedule  established 
by  that  Act,  and  any  such  positions  shall  be  additional  to 
the  number  authorized  by  such  section  or  otherwise. 

PROVISION  OP  FUNDS 

Sep?  2Q-2-.  -(it)-  fe  order  to  finanee  activities  as  provided 
in  section  2-937  the  Administer  at  ioft  is  authorized  and  em¬ 
powered  to  issae  to  the  Secretary  of  rite  Treasury  notes  end 
other  obligations  ift  aft  amount  sot  exceeding  $250,009^000 
outstanding  at  any  one  time :  Provided,  That  the  total 
amount  of  sueh  notes  and  other  obligations  -which  may  he 
outstanding  during  the  first  year  after  enactment  shah  not  ex¬ 
ceed  $50,000,-9007  cod  during  the  second  year  after  enact 
mont  shah  not  exceed  $150,000,000?  Sueh  notes  and  other 
obligations  shah  he  in  such  forms  and  denominations;  have 
sueh  maturities,  and  he  subject  to  such  terms  and  conditions 
as  may  he  proscribed  by  the  Administration;  with  the  ap¬ 
proval  of  the  Secretary  of  the  Treasury?  Such  notes  and 
other  obligations  shah  hear  interest  at  a  rate  determined  by 
the  Secretary  of  the  Treasury  which  shah  not  he  more  than 
the  current  average  yield  on  outstanding  marketable  obliga¬ 
tions  of  the  United  States  of  comparable  maturities  as  of  the 
last  day  of  the  month  preceding  the  issuance  of  such  notes  and 


B 


1  other  obligations 


of  the 


y  is  author 


2  ized  to  purchase  any  notes  and  other  obligations  of  the  Ad- 

3  ministration  issued  hereunder  and  for  sneh  purpose  the  Seere- 

4  fury  of  the  Treasury  is  authorized  to  nse  as  a  public  debt 

5  transaction  the  proceeds  from  the  sale  of  any  securities  -issued 

6  under  the  iBeeond  Liberty  Lend  Aety  as  amended,  and  the 

7  purposes  for  which  securities  may  be  issued  under  such  Act 

8  are  extended  to  include  any  purchases  of  sueh  notes  and 

9  other  obligations-.-  The  Secretary  of  the  Treasury  may  at  any 

10  time  sell  any  of  dm  -notes  and  other  obligations  acquired  by 

11  him  under  this  seedem  All  redemptions,  purchases,  and 

12  sales  by  the  Secretary  of  the  Treasury  of  sueh  notes  and 
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-fb-f  Lunds  borrowed  under  this  section  and  any  pro¬ 
ceeds  therefrom  shall  constitute  a  receiving  fund  which  may 
be  used  by  the  Administration  in  the  exercise  of  its  functions 
under  this  Aetr 

-fe}-  There  are  hereby  authorized  to  be  appropriated 
sueh  sums  as  may  be  necessary  and  appropriate  for  the 
administrative  expenses  of  the  Administration^ 

PFUFOBEB  OF  REVOLTING  FOND 
SeOt  2-tLb  The  Administration  is  authorized  to  use  its 

r  f  , 

revolving  fund — 

-(h)-  to  purchase  the  subordinated  debentures  of 
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small  bnsiness  investment  companies  as  provided  in 
scetion  -3Q2-; 

to  make  loans  to  small  bnsiness  investment 
companies  as  provided  in  section  3037  and 

-f3f  to  make  loans  to  &tate  and  local  development 
companies  as  provided  in  sections  #04  and  #0 
PROVISION  AND  PURPOSES  OF  FUNDS 

Sec.  202.  (a)  Section  4  (c)  of  the  Small  Business  Act 
is  amended — 

(1)  hy  striking  out  “$650,000,000”  each  place  it 
appears  and  inserting  in  lieu  thereof  “$900,000,000” ; 

(2)  hy  inserting  before  the  period  at  the  end  of  the 
fourth  sentence  the  following:  “,  and  in  the  exercise  of 
the  functions  of  the  Administration  under  the  Small 
Business  Investment  Act  of  1958” ;  and 

(3)  hy  inserting  after  the  seventh  sentence  the  fol¬ 
lowing  new  sentence:  “Not  to  exceed  an  aggregate  of 
$250,000,000  shall  he  outstanding  at  any  one  time  for 
the  exercise  of  the  functions  of  the  Administration  under 
the  Small  Business  Investment  Act  of  1958.” 

(h)  There  are  hereby  authorized  to  he  appropriated  such 
sums  as  may  he  necessary  and  appropriate  for  the  adminis¬ 
trative  expenses  of  the  Administration  under  this  Act. 
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TITLE  III— SMALL  BUSINESS  INVESTMENT 

COMPANIES 

ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT 

COMPANIES 

Sec.  301.  (a)  Small  business  investment  companies 
may  be  formed  for  the  purpose  of  operating  under  this  Act 
by  any  number  of  persons,  not  less  than  ten,  who  shall  sub¬ 
scribe  to  the  articles  of  incorporation  of  any  such  company: 
Provided,  That  no  such  company  shall  be  chartered  under 
this  section  after  June  30,  1961. 

(b)  The  articles  of  incorporation  of  any  small  business 
investment  company  shall  specify  in  general  terms  the  objects 
for  which  the  company  is  formed,  the  name  assumed  by  such 
company,  the  area  or  areas  in  which  its  operations  are  to  be 
carried  on,  the  place  where  its  principal  office  is  to  be  located, 
and  the  amount  and  classes  of  its  shares  of  capital  stock. 
Such  articles  may  contain  any  other  provisions  not  incon¬ 
sistent  with  this  Act  that  the  company  may  see  fit  to  adopt 
for  the  regulation  of  its  business  and  the  conduct  of  its 
affairs.  Such  articles  and  any  amendments  thereto  adopted 
from  time  to  time  shall  be  subject  to  the  approval  of  the 
Administration. 

(c)  The  articles  of  incorporation  and  amendments 
thereto  shall  be  forwarded  to  the  Administration  for  con¬ 
sideration  and  approval  or  disapproval.  In  determining 
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whether  to  approve  the  establishment  of  such  a  company 
and  its  proposed  articles  of  incorporation,  the  Administration 
shall  give  due  regard,  among  other  things,  to  the  need  for 
the  financing  of  small-business  concerns  in  the  area  in  which 
the  proposed  company  is  to  commence  business,  the  general 
character  of  the  proposed  management  of  the  company,  the 
number  of  such  companies  previously  organized  in  the 
United  States,  and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the  Administration  may 
in  its  discretion  approve  the  articles  of  incorporation  and 
issue  a  permit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the  company  shall 
become  and  be  a  body  corporate,  and  as  such,  and  in  the 
name  designated  in  its  articles  shall  have  power — 

a)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  for  a  period  of  thirty  years, 
unless  extended  as  provided  in  section  309  -(If  308  (f), 
or  unless  sooner  dissolved  by  the  act  of  the  shareholders 
owning  two-thirds  of  the  stock  or  by  an  Act  of  Congress, 
or  unless  its  franchise  becomes  forfeited  by  some  viola¬ 
tion  of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in 
any  court  of  law  or  equity; 

(5)  by  its  board  of  directors,  to  appoint  such  offi- 
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cers  and  employees  as  may  be  deemed  proper,  define 
their  authority  and  duties,  fix  their  compensation,  re¬ 
quire  bonds  of  such  of  them  as  it  deems  advisable  and 
fix  the  penalty  thereof,  dismiss  such  officers  or  employees, 
or  any  thereof,  at  pleasure,  and  appoint  others  to  fill 
their  places; 

(6)  to  adopt  bylaws  regulating  the  manner  in  which 
its  stock  shall  be  transferred,  its  officers  and  employees 
appointed,  its  property  transferred,  and  the  privileges 
granted  to  it  by  law  exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject 
to  the  approval  of  the  Administration; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any 
property  (real,  personal,  or  mixed)  whenever  necessary 
or  appropriate  to  the  carrying  out  of  its  lawful  functions ; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United 
States  when  so  designated  by  the  Secretary  of  the 
Treasury; 

(10)  to  operate  in  such  area  or  areas  as  may  be 
specified  in  its  articles  of  incorporation  and  approved 
by  the  Administration;  and 

do  to  exercise  the  other  powers  set  forth  in  this 
Act  and  such  incidental  powers  as  may  reasonably  be 
necessary  to  carry  on  the  business  for  which  the  company 
is  established. 
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(e)  The  board  of  directors  of  each  small  business  invest¬ 
ment  company  shall  consist  of  nine  members  who  shall  be 
elected  annually  by  the  holders  of  the  shares  of  stock  of  the 
company. 

CAPITAL  STOCK  AND  SUBORDINATED  DEBENTURES 

Sec.  302.  (a)  Each  company  organized  under  this  Act 
shall  have  a  paid-in  capital  and  surplus  equal  to  at  least 
$300,000  before  it  shall  commence  business.  In  order  to 
facilitate  the  formation  of  small  business  investment  com¬ 
panies,  the  Administration  is  hereby  authorized,  notwith¬ 
standing  any  other  provisions  of  law,  to  purchase  the  deben¬ 
tures  of  any  such  company  in  an  amount  equal  to  not  more 
than  $150,000.  Any  debentures  purchased  by  the  Admin¬ 
istration  under  this  subsection  shall  be  subordinate  to  any 
other  debenture  bonds,  promissory  notes,  or  other  obligations 
which  may  be  issued  by  such  companies,  and  shall  be  deemed 
a  part  of  the  capital  and  surplus  of  such  companies  for 
purposes  of  this  section  and  sections  303  (b)  and  306  of 
this  Act. 

-(b)-  The  shares  ef  sleek  in  any  small  business  invest¬ 
ment  company  shah  he  eligible  for  purchase  by  member 
banks  ef  the  -Federal  Reserve  System,-  non  member  insured: 
banks,-  financial  institutions,  insurance  companies,-  corporat¬ 
ions,-  partnerships?  or  other  persons?  In  no  event  shah  any 
member  bank  of  the  Federal  Reserve  System  or  any  non- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 


14 


member  insured  bank  held  seek  shares  in  small  business 
investment  companies  in  an  anieunt  aggregating  mere  than 


(b)  Shares  of  stock  in  small  business  investment  com¬ 
panies  shall  be  eligible  for  purchase  by  national  banks,  and 
shall  be  eligible  for  purchase  by  other  member  banks  of  the 
Federal  Reserve  System  and  nonmember  insured  banks  to 
the  extent  permitted  under  applicable  State  law;  except  that 
in  no  event  shall  any  such  bank  hold  shares  in  small  business 
investment  companies  in  an  amount  aggregating  more  than 
1  percent  of  its  capital  and  surplus. 

(c)  The  aggregate  amount  of  shares  in  any  such  com¬ 
pany  or  companies  which  may  be  owned  or  controlled  by 
any  stockholder,  or  by  any  group  or  class  of  stockholders, 
may  be  limited  by  the  Administration. 


BORROWING  POWER 

Sec.  303.  (a)  Each  small  business  investment  company 
shall  have  authority  to  borrow  money  and  to  issue  its 
debenture  bonds,  promissory  notes,  or  other  obligations  under 
such  general  conditions  and  subject  to  such  limitations  and 
regulations  as  the  Administration  may  prescribe. 

(b)  To  encourage  the  formation  and  growth  of  small 
business  investment  companies,  the  Administration  is 
authorized  to  lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shall  bear  interest  at  such 
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rate,  and  contain  such  other  terms,  as  the  Administration 
may  fix.  The  total  amount  of  obligations  purchased  and 
outstanding  at  any  one  time  by  the  Administration  under  this 
subsection  in  any  one  company  shall  not  exceed  50  percent 
of  the  paid-in  capital  and  surplus  of  such  company. 

PROVISION  OF  EQUITY  CAPITAL  FOR  SMALL-BUSINESS 

CONCERNS 

Sec.  304.  (a)  It  shall  be  a  primary  function  of  each 
small  business  investment  company  to  provide  a  source  of 
needed  equity  capital  for  small-business  concerns  in  the  man¬ 
ner  and  subject  to  the  conditions  described  in  this  section. 

(b)  Capital  shall  be  provided  by  a  company  to  a  small- 
business  concern  under  this  section  only  through  the  purchase 
of  debenture  bonds  (of  such  concern)  which  shall — 

(1)  hear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  company  may  fix  with  the  approval 
of  the  Administration; 

(2)  be  callable  on  any  interest  payment  date,  upon 
three  months’  notice,  at  par  plus  accrued  interest;  and 

(3)  be  convertible  at  the  option  of  the  company, 
or  a  holder  in  due  course,  up  to  and  including  the 
effective  date  of  any  call  by  the  issuer,  into  stock  of 
the  small-business  concern  at  the  sound  hook  value  of 
such  stock  determined  at  the  time  of  the  issuance  of  the 
debentures. 
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(c)  Before  any  capital  is  provided  to  a  small-business 
concern  under  this  section — 

(1)  the  company  may  require  such  concern  to 
refinance  any  or  all  of  its  outstanding  indebtedness  so 
that  the  company  is  the  only  holder  of  any  evidence  of 
indebtedness  of  such  concern;  and 

(2)  except  as  provided  in  regulations  issued  by 
the  Administration,  such  concern  shall  agree  that  it  will 
not  thereafter  incur  any  indebtedness  without  first  se¬ 
curing  the  approval  of  the  company  and  giving  the 
company  the  first  opportunity  to  finance  such  indebted¬ 
ness. 

(d)  Whenever  a  company  provides  capital  to  a  small- 
business  concern  under  this  section,  such  concern  shall  be 
required  to  become  a  stockholder-proprietor  of  the  company 
by  investing  in  the  capital  stock  of  the  company,  in  an 
amount  equal  to  not  less  than  2  percent  nor  more  than 
5  percent  of  the  amount  of  the  capital  so  provided,  in  accord¬ 
ance  with  regulations  prescribed  by  the  Administrator-*  ex¬ 
cept  that  the  Administrate?  may  by  regulation  permit  any 
such  concern  te  defer  the  purchase  of  sueh  stock  for  a  period 
of  net  te  exceed  three  years. 

LONG-TERM  LOANS  TO  SMALL-BUSINESS  CONCERNS 
Sec.  305.  (a)  Each  company  is  authorized  to  make 
loans,  in  the  manner  and  subject  to  the  conditions  described 
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in  this  section,  to  incorporated  and  unincorporated  small- 
business  concerns  in  order  to  provide  such  concerns  with 
funds  needed  for  sound  financing,  growth,  modernization, 
and  expansion. 

(b)  Loans  made  under  this  section  may  be  made 
directly  or  in  cooperation  with  other  lending  institutions 
through  agreements  to  participate  on  an  immediate  or 
deferred  basis.  In  agreements  to  participate  in  loans  on  a 
deferred  basis  under  this  subsection,  the  participation  by  the 
company  shall  not  be  in  excess  of  90  per  centum  of  the  balance 
of  the  loan  outstanding  at  the  time  of  disbursement. 

(c)  The  maximum  rate  of  interest  for  the  company’s 
share  of  any  loan  made  under  this  section  shall  be  deter¬ 
mined  by  the  Administration. 

(d)  Any  loan  made  under  this  section  shall  have  a  ma¬ 
turity  not  exceeding  twenty  years. 

(e)  Any  loan  made  under  this  section  shall  be  of  such 
sound  value,  or  so  secured,  as  reasonably  to  assure  repay¬ 
ment. 

(f)  Any  company  which  has  made  a  loan  to  a  small- 
business  concern  under  this  section  is  authorized  to  extend 
the  maturity  of  or  renew  such  loan  for  additional  periods,  not 
exceeding  ten  years,  if  the  company  finds  that  such  extension 
or  renewal  will  aid  in  the  orderly  liquidation  of  such  loan. 
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AGGREGATE  LIMITATIONS 

Sec.  306.  Without  the  approval  of  the  Administration, 
the  aggregate  amount  of  obligations  and  securities  acquired 
and  for  which  commitments  may  be  issued  by  any  small 
business  investment  company  under  the  provisions  of  this 
Act  for  any  single  enterprise  shall  not  exceed  20  percent  of 
the  combined  capital  and  surplus  of  such  small  business 
investment  company  authorized  by  this  Act. 

EXEMPTIONS 

Sec.  307.  (a)  Section  3  of  the  Securities  Act  of  1933, 
as  amended  (15  U.  S.  C.  77c),  is  hereby  amended  by  in¬ 
serting  at  the  end  thereof  the  following  new  subsection  (c)  : 

“(c)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in 
the  public  interest  and  for  the  protection  of  investors.” 

(b)  Section  304  of  the  Trust  Indenture  Act  of  1939 
(15  U.  S.  C.  77ddd)  is  hereby  amended  by  adding  the 
following  subsection  (e)  : 
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“  (e)  The  Commission  may  from  time  to  time  by  its 
rules  and  regulations,  and  subject  to  such  terms  and  condi¬ 
tions  as  may  be  prescribed  herein,  add  to  the  securities 
exempted  as  provided  in  this  section  any  class  of  securities 
issued  by  a  small  business  investment  company  under  the 
Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in 
the  public  interest  and  for  the  protection  of  investors.” 

(c)  Section  18  of  the  Investment  Company  Act  of 
1940  (15  U.  S.  C.  80a  80a-18)  is  amended  by  adding  at 
the  end  thereof  the  following: 

“  (k)  The  provisions  of  subparagraphs  (A)  and  (B)  of 
paragraph  (1)  of  subsection  (a)  of  this  section  shall  not 
apply  to  investment  companies  operating  under  the  Small 
Business  Investment  Act  of  1958.” 

MISCELLANEOUS 

Sec.  308.  (a)  Wherever  practicable  the  operations  of 
a  small  business  investment  company,  including  the  genera¬ 
tion  of  business,  may  be  undertaken  in  cooperation  with 
banks  or  other  financial  institutions,  and  any  servicing  or 
initial  investigation  required  for  loans  or  acquisitions  of 
securities  by  the  company  under  the  provisions  of  this  Act 
may  be  handled  through  such  banks  or  other  financial 
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institutions  on  a  fee  basis.  Any  small  business  investment 
company  may  receive  fees  for  services  rendered  to  banks  or 
other  financial  institutions. 

(b)  Each  small  business  investment  company  may  make 
use,  wherever  practicable,  of  the  advisory  services  of  the 
Federal  Reserve  System  and  of  the  Department  of  Commerce 
which  are  available  for  and  useful  to  industrial  and  com¬ 
mercial  businesses,  and  may  provide  consulting  and  advisory 
services  on  a  fee  basis  and  have  on  its  staff  persons  competent 
to  provide  such  services.  Any  Federal  Reserve  bank  is  au¬ 
thorized  to  act  as  a  depository  or  fiscal  agent  for  any  com¬ 
pany  organized  under  this  Act.  Such  companies  may  invest 
funds  not  reasonably  needed  for  their  current  operations  in 
direct  obligations  of,  or  obligations  guaranteed  as  to  principal 
and  interest  by,  the  United  States. 

(c)  The  Administration  is  authorized  to  prescribe  regu¬ 
lations  governing  the  operations  of  small  business  investment 
companies,  and  to  carry  out  the  provisions  of  this  Act,  in  ac¬ 
cordance  with  the  purposes  of  this  Act.  Each  small  business 
investment  company  shall  be  subject  to  examinations  made 
by  direction  of  the  Administration  by  examiners  selected  or 
approved  by  the  Administration,  and  the  cost  of  such  exam¬ 
inations,  including  the  compensation  of  the  examiners,  may 
in  the  discretion  of  the  Administration  be  assessed  against  the 
company  examined  and  when  so  assessed  shall  be  paid  by 
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such  company.  Every  such  company  shall  make  such  re¬ 
ports  to  the  Administration  at  such  times  and  in  such  form  as 
the  Administration  may  require;  except  that  the  Adminis¬ 
tration  is  authorized  to  exempt  from  making  such  reports 
any  such  company  which  is  registered  under  the  Investment 
Company  Act  of  1940  to  the  extent  necessary  to  avoid 
duplication  in  reporting  requirements. 

(d)  Should  any  small  business  investment  company  vio¬ 
late  or  fail  to  comply  with  any  of  the  provisions  of  this  Act 
or  of  regulations  prescribed  hereunder,  all  of  its  rights,  privi¬ 
leges,  and  franchises  derived  therefrom  may  thereby  be  for¬ 
feited.  Before  any  such  company  shall  be  declared  dissolved, 
or  its  rights,  privileges,  and  franchises  forfeited,  any  non- 
compliance  with  or  violation  of  this  Act  shall  be  determined 
and  adjudged  by  a  court  of  the  United  States  of  competent 
jurisdiction  in  a  suit  brought  for  that  purpose  in  the  district, 
territory,  or  other  place  subject  to  the  jurisdiction  of  the 
United  States,  in  which  the  principal  office  of  such  company 
is  located.  Any  such  suit  shall  be  brought  by  the  United 
States  at  the  instance  of  the  Administration  or  the  Attorney 
General. 

(e)  Whenever  in  the  judgment  of  the  Administra¬ 
tion  any  person  has  engaged  or  is  about  to  engage  in  any 
acts  or  practices  which  constitute  or  will  constitute  a  viola¬ 
tion  of  any  provision  of  this  Act  or  of  any  regulation  there- 
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under,  the  Administration  may  make  application  to  the 
proper  district  court  of  the  United  States,  or  a  United 
States  court  of  any  Territory  or  other  place  subject  to  the 
jurisdiction  of  the  United  States,  for  an  order  enjoining  such 
acts  or  practices,  or  for  an  order  enforcing  compliance  with 
such  provision,  or  regulation,  and  such  courts  shall  have 
jurisdiction  of  such  actions  and,  upon  a  showing  by  the  Ad¬ 
ministration  that  such  person  has  engaged  or  is  about  to 
engage  in  any  such  acts  or  practices,  a  permanent  or  tem¬ 
porary  injunction,  restraining  order,  or  other  order,  shall 
be  granted  without  bond. 

(f)  Any  small  business  investment  company  may  at  any 
time  within  the  two  years  next  previous  to  the  date  of  the 
expiration  of  its  corporate  existence,  by  a  vote  of  the  share¬ 
holders  owning  two-thirds  of  its  stock,  apply  to  the  Admin¬ 
istration  for  approval  to  extend  the  period  of  its  corporate  ex¬ 
istence  for  a  term  of  not  more  than  thirty  years,  and  upon 
approval  of  the  Administration,  as  provided  in  section  301 
hereof,  such  company  shall  have  its  corporate  existence  ex¬ 
tended  for  such  approved  period  unless  sooner  dissolved  by 
the  act  of  the  shareholders  owning  two-thirds  of  its  stock, 
or  by  an  Act  of  Congress,  or  unless  its  franchise  becomes 
forfeited  as  herein  provided. 

(g)  Nothing  in  this  Act  or  in  any  other  provision  of 
law  shall  be  deemed  to  impose  any  liability  on  the  United 
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States  with  respect  to  any  obligations  entered  into,  or  stocks 
issued,  or  commitments  made,  by  any  company  organized 
imder  this  Act. 

APPROVING  STATE  CHARTERED  COMPANIES  FOR 
OPERATIONS  UNDER  THIS  ACT 
Sec.  309.  Any  investment  company  chartered  under  the 
laws  of  any  State  expressly  for  the  purpose  of  operating 
under  this  Act  may  with  the  approval  of  the  Administrator 
he  permitted  to  operate  under  the  provisions  of  this  Act. 
Upon  such  approval,  which  shall  be  given  with  due  regard 
to  the  factors  specified  in  section  301  (c)  with  respect  to 
organization  of  small  business  investment  companies,  such 
State  investment  company  shall  have  the  same  powers  and 
privileges  and  shall  be  subject  to  the  same  duties,  liabilities, 
and  regulations,  in  all  respects,  as  are  prescribed  by  this  Act 
for  companies  organized  under  section  301  as  small  business 
investment  companies. 

TITLE  IV— CONVERSION  OF  STATE  CHARTERED 
INVESTMENT  COMPANIES  AND  STATE  DE¬ 
VELOPMENT  COMPANIES 

Sec.  401.  (a)  Prior  to  July  1,  1961,  any  investment 
company  or  any  State  development  company  may,  by  the 
vote  of  the  shareholders  owning  not  less  than  51  percent  of 
the  capital  stock  of  such  company,  with  the  approval  of  the 
Administration,  be  converted  into  a  small  business  invest- 
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ment  company  under  this  Act ;  except  that  nothing  contained 
herein  shall  be  construed  to  supersede  the  laws  of  any  State. 

(b)  In  such  case  the  articles  of  association  and  organi¬ 
zation  certificate  may  be  executed  by  a  majority  of  the 
directors  of  the  corporation,  and  the  certificate  shall  declare 
that  the  owners  of  51  percent  of  the  capital  stock  have 
authorized  the  directors  to  make  such  certificate  and  to 
change  or  convert  the  corporation  into  a  small  business  in¬ 
vestment  company.  A  majority  of  the  directors,  after  exe¬ 
cuting  the  articles  of  association  and  the  organization  certifi¬ 
cate,  shall  have  power  to  execute  all  other  papers  and  to 
do  whatever  may  he  required  to  make  its  organization  per¬ 
fect  and  complete  as  a  small  business  investment  company. 
The  shares  of  any  such  company  may  continue  to  be  for  the 
same  amount  each  as  they  were  before  the  conversion,  and 
the  directors,  regardless  of  number,  may  continue  to  be 
directors  of  the  corporation  until  the  election  of  the  board 
of  directors  is  held  in  accordance  with  regulations  of  the 
Administration. 

(c)  When  the  Administration  has  given  to  such  com¬ 
pany  a  certificate  that  the  provisions  of  this  Act  have  been 
complied  with,  such  company  shall  have  the  same  powers  and 
privileges  and  shall  be  subject  to  the  same  duties,  liabilities. 
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1  and  regulations,  in  all  respects,  as  are  prescribed  by  this 

2  Act  for  companies  originally  organized  as  small  business 

3  investment  companies. 

4  TITLE  V— LOANS  TO  STATE  AND  LOCAL  DE- 

5  VELOPMENT  COMPANIES 

6  Sec.  501.  (a)  The  Administration  is  authorized  to 

7  make  loans  to  State  ami  loeal  development  companies  to 

8  assist  in  carrying  out  the  purposes  of  this  Act7  except  that 

9  no  sueh  lean  shah  he  made  to  any  leeal  development  company 

10  after  Jane  JQy  -1961.  Any  funds  advanced  under  this  sub- 

11  section  shall  be  in  exchange  for  obligations  of  the  develop- 

12  ment  company  which  bear  interest  at  such  rate,  and  contain 

13  such  other  terms,  as  the  Administration  may  fix,  and  funds 

14  may  be  so  advanced  without  regard  to  the  use  and  investment 

15  by  the  development  company  of  funds  secured  by  it  from 

16  other  sources. 

17  (b)  The  total  amount  of  obligations  purchased  and  out- 

18  standing  at  any  one  time  by  the  Administration  under  this 

19  section  from  any  one  State  or  local  development  company 

20  shall  not  exceed  the  total  amount  borrowed  by  it  from  all 

21  other  sources.  Funds  advanced  to  a  State  development 

22  company  under  this  section  shall  be  treated  on  an  equal  basis 

23  with  those  funds  borrowed  by  such  company  after  the  date 
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1  of  the  enactment  of  this  Act,  regardless  of  source,  which 

2  have  the  highest  priority,  except  when  this  requirement  is 

3  waived  by  the  Administrator. 

4  Sec.  502.  The  Administration  may,  in  addition  to  its 

5  authority  under  section  501,  make  loans  for  plant  construc- 

6  tion,  conversion  or  expansion,  including  the  acquisition  of 

7  land,  to  State  and  local  development  companies,  and  such 

8  loans  may  be  made  or  effected  either  directly  or  in  coopera- 

9  tion  with  banks  or  other  lending  institutions  through  agree- 

10  ments  to  participate  on  an  immediate  or  deferred  basis :  Pro- 

11  vided,  however,  That  the  foregoing  powers  shall  be  subject  to 

12  the  following  restrictions  and  limitations: 

13  (1)  All  loans  made  shall  be  so  secured  as  reasonably 
H  to  assure  repayment.  In  agreements  to  participate  in  loans 

15  on  a  deferred  basis  under  this  subsection,  such  participation 

16  by  the  Administration  shall  not  be  in  excess  of  90  per  centum 
11  of  the  balance  of  the  loan  outstanding  at  the  time  of  dis- 

18  bursement. 

19  (2)  The  proceeds  of  any  such  loan  shall  be  used  solely 

20  by  such  borrower  to  assist  an  identifiable  small-business  con- 

21  cem  and  for  a  sound  business  purpose  approved  by  the 

22  Administration. 

23  (3)  Loans  made  by  the  Administration  under  this  sec- 
21  tion  shall  be  limited  to  $250,000  for  each  such  identifiable 
2b  small-business  concern. 
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(4)  Any  development  company  assisted  under  this  sec¬ 
tion  must  meet  criteria  established  by  the  Administration,  in¬ 
cluding  the  extent  of  participation  to  be  required  or  amount 
of  paid-in  capital  to  be  used  in  each  instance  as  is  determined 
to  be  reasonable  by  the  Administration. 

(5)  No  loans,  including  extensions  or  renewals  thereof, 
shall  be  made  by  the  Administration  for  a  period  or  periods 
exceeding  ten  years  plus  such  additional  period  as  is  estimated 
may  be  required  to  complete  construction,  conversion,  or 
expansion,  but  the  Administration  may  extend  the  maturity 
of  or  renew  any  loan  made  pursuant  to  this  section  beyond 
the  period  stated  for  additional  periods,  not  to  exceed  ten 
years,  if  such  extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan.  Any  such  loan  shall  bear  interest 
at  a  rate  fixed  by  the  Administration. 

(6)  No  loan  shall  be  made  under  this  section  to  any 
local  development  company  after  June  30,  1961. 

TITLE  VI— CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

REPEAL  OF  SECTION  13b  OF  THE  FEDERAL  RESERVE  ACT 

Sec.  601.  Effective  one  year  after  the  date  of  enact¬ 
ment  of  this  Act,  section  13b  of  the  Federal  Reserve  Act 
(12  U.  S.  0.  352a)  is  hereby  repealed;  but  such  repeal 
shall  not  affect  the  power  of  any  Federal  Reserve  bank 
to  carry  out,  or  protect  its  interest  under,  any  agreement 
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theretofore  made  or  transaction  entered  into  in  carrying  on 
operations  under  that  section. 

FUND  FOR  MANAGEMENT  COGNSERING  TRANSFER  OF  FUNDS 

Sec.  602.  (a)  Within  sixty  days  after  the  enactment 
of  this  Act,  each  Federal  Reserve  bank  shall  pay  to  the 
United  States  the  aggregate  amount  which  the  Secretary 
of  the  Treasury  has  heretofore  paid  to  such  bank  under  the 
provisions  of  section  13b  of  the  Federal  Reserve  Act;  and 
such  payment  shall  constitute  a  full  discharge  of  any  obliga¬ 
tion  or  liability  of  the  Federal  Reserve  bank  to  the  United 
States  or  to  the  Secretary  of  the  Treasury  arising  out  of  sub¬ 
section  (e)  of  said  section  13b  or  out  of  any  agreement 
thereunder. 

-(h)-  The  amounts  repaid  to  the  United  States  pursuant 
to  subsection  -(a)-  of  this  scetion  shah  he  covered  into  a  spe¬ 
cial  fund  in  the  Treasury  which  shah  he  available  for  grants 
under  section  297  -(e)-  of  the  Small  Business  Act  of  4-953. 
Any  remaining  balance  of  funds  set  aside  in  the  '-Treasury  for 
payments  under  section  4-3b  of  the  Federal  Reserve  Act  shah 
he  covered  into  the  Treasury  as  miscellaneous  receipts? 

(b)  The  amounts  repaid  to  the  United  States  'pursuant 
to  subsection  (a)  of  this  section  shall  be  covered  into  the 
Treasury  as  miscellaneous  receipts. 


-(e)-  Section  207-  of  the  Small  Business  Aet  of  4953  is 
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amended  by  adding  at  the  end  thereof  a  new  subsection  as 
follow  S-7 

“-(c)  The  Administration  afeo  is  empowered  to  make 
grants  to  any  State  government,  or  any  agency  thereof, 
State  chartered  development  credit  or  finance  corporations, 
land-grant  colleges  and  universities,  and  colleges  and  schools 
of  business,  engineering,  commcree7  or  agricultural  stadies-,- 
rcseareh,  and  counseling  concerning  the  managing,  financing, 
and  operation  of  small-business  enterprises  and  technical 
and  statistical  information  necessary  thereto  in  order  to  carry 
out  the  purposes  of  subsection  -(b)-  -(4)-  of  this  section  by 
coordinating  saek  information  with  existing  information  fa¬ 
cilities  within  the  State  and  by  making  such  information 
available  to  State  and  local  ageneiesv  Only  one  such  grant 
shah  be  made  within  any  one  State  in  any  one  year7  and  no 
such  grant  shah  exceed  an  aggregate  amount  of  $40-, 000. 
Sueh  grants  shah  be  made  from  the  fund  established  in  the 
-Treasury  by  section  002-  -(b)-  of  the  Small  Business  Invest¬ 
ment  Act  of  1058.- 

TITLE  VII— CRIMINAL  PENALTIES 

Sec.  701.  (a)  The  first  paragraph  of  section  217  of 
title  18,  United  States  Code,  is  amended  by  inserting  after 
“farm  credit  examiner,”  the  following:  “or  of  any  small 


business  investment  company,”. 
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0>)  Section  218  of  such  title  is  amended  by  inserting 
after  “National  Agricultural  Credit  Corporations,”  the  fol¬ 
lowing:  “or  an  examiner  of  small  business  investment 
companies,”. 

Sec.  702.  (a)  The  first  paragraph* of  section  221  of 
title  18,  United  States  Code,  is  amended  by  inserting  after 
“United  States,”  the  following:  “or  a  small  business  invest¬ 
ment  company,”. 

(b)  The  second  paragraph  of  such  section  221  is 
amended  by  inserting  after  “Congress,”  the  following:  “or 
any  small  business  investment  company,”. 

(c)  The  heading  of  such  section  221  is  amended  by 
striking  out  “farm  loan  or  land  bank”  and  inserting  in  lieu 
thereof  “farm  loan,  land  bank,  or  small  business”. 

(d)  The  table  of  sections  for  chapter  11  of  such  title  18 
is  amended  by  striking  out  “farm  loan  or  land  bank”  in  the 
reference  to  section  221  and  inserting  in  lieu  thereof  “farm 
loan,  land  bank,  or  small  business”. 

Sec.  703.  Section  657  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “Federal  Savings  and  Loan 
Insurance  Corporation,”  the  following:  “or  any  small  busi¬ 
ness  investment  company,”. 

Sec.  704.  Section  1006  of  title  18,  United  States  Code, 
is  amended  by  inserting  after  “Federal  Savings  and  Loan 
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1  Insurance  Corporation/’  the  following:  “or  any  small  busi- 

2  ness  investment  company,”. 

3  Sec.  705.  Section  1014  of  title  18,  United  States  Code, 

4  is  amended  by  inserting  after  “a  Federal  Reserve  bank,” 

5  the  following :  “or  of  a  small  business  investment  company,”. 

Passed  the  Senate  June  9,  1958. 

Attest:  FELTON  M.  JOHNSTON, 

Secretary. 
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HIGHLIGHTS:  House  passed  mutual  security  ap^opriation  bill.  Senate  committee 
reported  bill  for  research  on  increased  industrial  uses  of  farm  products. 
Proxmire  criticized  administration/Earm  policie 


Sen. 


\ 


HOUSE 


1.  APPROPRIATIONS.  Pass®6,  253  to  126,  without  amendment^  R.  13192,  the  mutual 

security  appropriation  bill  for  1959.  (pp.  11746-81)  Rejected,  66  to  133,  an 
amendment  by  Rep.y£anfield  which  would  have  provided  thaX.none  of  the  funds 
shall  be  used  t^/establish  textile  processing  plants  in  arty.  foreign  country, 
(pp.  11772-78 

2.  FARM  PROGRAM/  The  Agriculture  Committee  ordered  reported  the  f\ lowing  bills: 

(p.  D629) /  \ 

S.  30K)y  to  authorize  the  transportation  in  the  U.  S.  of  live  Root -an d- 
rafeuth  disease  virus  for  research  purposes.  \ 

Sy/3478,  to  insure  the  maintenance  of  an  adequate  supply  of  anti-ft<^g-cholera 
f  serum  and  hog-cholera  virus.  \ 

l.  R.  12704,  to  authorize  the  use  of  receipts  from  the  National  Foresfrg  for 
general  local  government  purposes  as  well  as  for  public  schools  ancfvpub- 

lic  roads.  \ 

H.  R.  6542,  to  authorize  the  conveyance  of  certain  forest  lands  to  the  tot 

of  Dayton,  Wyo. 


SMALL  BUSINESS.  Conferees  were  appointed  on  H.  R.  7963,  to  make  the  Small 
Business  Administration  a  permanent  agency  and  increase  the  SBA  loan  authc 

~ Senate  conferees  were  appointed  July  1.  p.  11781 _ 

The  Rules  Committee  reported  a  resolution  for  consideration  of  S.  3651,  to 


1 J 


make  equity  capital  and  long-term  credit  more  readily  available  for  small 
business  concerns,  p. 11795 


4.  FLOOD  CONTROL.  Passed  without  amendment  S.  2964,  to  grant  the  consent  of 
Congress  to  a  compact  between  Mass,  and  Conn,  relating  to  flood /Control.  A 
similar  bill,  H.  R.  9924,  which  had  been  reported  earlier  by  tjfe  Public  Works 
Committee  <H.  Rept.  2105)  was  tabled.  S.  2964  will  now  be  s^fit  to  the  Presi¬ 
dent.  pp.  11784-86,  11796 

EDUCATION.  The  Education  and  Labor  Committee  ordered  reported  H.  R.  13247,  a 
clean  bill  in  lieu  of  H.  R.  12630,  to  strengthen  the  national  defense  and  to 
encourage  and  assist  in  the  expansion  and  improvement  of  education  programs 
to  meet  critical  national  needs,  p.  D630 

A  subcommittee  of  the  Education  and  Labor  Committee  ordered  reported  H.  R. 
13241,  to  provide  assistance  to  the  States  for  a^ea  vocational  education 
programs,  p.  D630 


5. 


6.  FOREIGN  AID;  SURPLUS  COMMODITIES.  Rep.  Hill/drged  early  enactment  of  legisla¬ 
tion  for  the  extension  of  Pmstlic  Law  480.  and  inserted  a  release  of  this 
Department  announcing  agreemerW^s  with  various  counties  for  the  disposal  of 
surplus  commodities,  p.  11792 


7.  WHEAT;  INSECTS.  Rep.  Hill  cited  the^erious  situation  caused  by  the  grass¬ 
hopper  infestation  in  the  Great  Plains  area,  and  inserted  a  release  by  this 
Department  on  efforts  by  the  Depq/tmetvf  and  local  governments  to  control  the 
infestation,  pp.  11792-93 


8.  LEGISLATIVE  PROGRAM,  Rep.  Mcpbrmack  announced  that  S.  3420,  to  extend  Public 
Law  480,  will  be  consi  dere</ under  suspension^ of  the  rules  Mon,,  July  7,  and 
that  the  Consent  Calendar  Will  be  called.  He\announced  that  the  following 
bill  will  be  considered  jtater  in  the  week:  S.  >3683,  the  area  redevelopment  / 
bill;  H.  R.  4504,  marketing  facilities  for  perishable  commodities;  S,  3651, 
equity  capital  and  lqrig  term  credit  for  small  businesses;  and  H.  R.  13015,  the 
military  constructiefa  authorization  bill,  p.  llllT 


SENATE 


9. 


FARM  PROGRAM.  /Sen.  Proxmire  criticized  the  administration\s  farm  policies 
and  urged  support  for  a  program  of  production  limitations  tb  grow  only  what 
can  be  sold  at  a  fair  price.  He  inserted  an  article,  "UniteoT States  Expects 
Peak  In  Farm  Subsldies--Cost  of  Program  Now  Put  at  6  Billion,  Up  1.4  Billion 
From  Budget  Figures.”  pp.  11695-4 

Sen£  Sparkman  inserted  an  article  on  the  reduced  cotton  production  and  its 
effect  on  the  South,  pp.  11695-6 


SARCH.  The  Agriculture  and  Forestry  Committee  reported  an  original  Vi.ll, 
4100,  to  provide  for  the  increased  use  of  agricultural  products  for  rodus* 
trial  purposes  (S.  Rept.  1795).  p.  11682 


l1.  APPROPRIATION.  The  Appropriations  Committee  reported  with  amendments  H.  R. 
12858,  the  civil  functions  appropriation  bill  for  the  Army,  certain  agencies 
of  the  Interior  Department,  and  the  TVA  for  1959  (S.  Rept.  1796).  p.  11682 
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Ohio:  Canton,  Cleveland,  Columbus, 
Dayton,  McArthur,  and  Youngstown. 

Oklahoma:  Altus,  Durant,  Guthrie, 
L\wton,  Wagoner,  and  Tulsa. 

regon:  Medford  and  Portland. 
Pennsylvania:  Harrisburg  and  Phila 
delphf 

Rhocfh  Island:  Bristol,  Providence, 
Westerly\md  Woonsocket. 

South  Carolina :  Charleston. 

South  Dakota :  Huron,  Mitchell, 
Pierre,  and  Rapid  City. 

Tennessee:  Bfc>tol  and  Oak  Ridge. 

Texas:  AustinXCorpus  Christi,  Dub¬ 
lin,  El  Paso,  Port  Worth,  Levelland,  Min¬ 
eral  Wells,  San  Antopio,  San  Augustine, 
Sherman,  Texas  City,\nd  Tyler. 

Utah:  Ogden. 

Vermont  .•''Montpelier. 

Virginia:  Roanoke  and  Suffolk 

Washington:  Aberdeen,  Dayton,  Ever¬ 
ett,  Olympia,  Pasco,  RichlamJ,  Seattle, 
Tacoma,  and  Vancouver. 

Wisconsin:  Madison  and  Milwaukee, 

Wyoming:  Casper,  Cheyenne,  \?ody, 
Rock  Springs,  and  Worland. 

None  of  these  110  projects  may  unlSer 
present  law  be  submitted  to  the  Coi 
mittees  on  Public  Works  since  the  time 
for  securing  approval  under  the  lease- 
purchase  law — Public  Law  519,  83d  Con¬ 
gress — has  now  expired. 

The  following  is  a  list  of  71  Govern¬ 
ment-owned  sites  which  may  be  used  for 
new  public  buildings  projects  if  my  bill 
is  enacted: 

Alabama:  Florala,  Livingston  and 
Moulton. 

Arkansas: 

Harrisburg. 

California 

geles — terminal  annex. 

Florida:  Monticello. 

Georgia:  Hogansville, 

Thomasville,  Vienna,  and 
Springs. 

Illinois:  Casey,  Eureka,  and  Fairbury, 

Indiana :  Bicknell. 

Iowa:  Ames — College  station. 

Louisiana:  Coushatta. 

Maine:  Wilston. 

Michigan:  Dearborn*  Monroe  Boule¬ 
vard  station;  Milan;  and  Tecumseh. 

Minnesota:  Roseau. 

Mississippi:  Quitman  and  Tupelo^ 

Missouri:  Cape  Girardeau,  Independ¬ 
ence,  Moberly,  and  St.  Louis^Rich- 
mond  Heights  Branch. 

Montana :  Whitefish. 

•  New  Jersey:  Carteret,  Ga^ood,  and 
Newton. 

New  York:  Dannemoraf  East  Syra¬ 
cuse,  Mohawk,  and  Montour  Falls. 

North  Carolina:  Scotland  Neck. 

Ohio:  Akron,  McArthur,  and  Oak 
Hill. 

Oklahoma:  Mountain  View  and  Wag¬ 
oner. 

Pennsylvania^  Beaver,  Brancken- 
ridge,  Clifton/  Heights,  Downingtown, 
Emmaus,  Greencastle,  Jersey  Shore, 
Newport,  and  Reynoldsville. 

South  >Carolina:  Charleston  and  Ly¬ 
man. 

Tennessee:  Etowah,  Hartsville,  and 
ShanCn. 

2xas:  Dublin,  Levelland,  Madison- 
ville,  New  Boston,  Orange,  and  San 
vugustine. 

Virginia:  Waynesboro. 


Wisconsin:  Evansville,  New  London, 
and  Tomahawk. 

Hawaii:  Wailuku. 


PERSONAL  ANNOUNCEMENT 

Mr.  GRIFFIN.  Mr.  Speaker,  during 
rollcall  No.  118  today,  on  the  so-called 
Mallory  bill,  my  colleague,  Mr.  McIn¬ 
tosh,  and  I  were  in  conference  with  the 
President,  and  missed  the  vote.  If  I 
had  been  present  I  would  have  voted 
“aye.”  Mr.  McIntosh  has  authorized 
me  to  say  that  if  he  had  been  present 
he  would  have  voted  “aye.” 


Ashdown,  Augusta,  and 
Bakersfield  and  Los  An- 


Metter, 

Warm 


SMALL  BUSINESS  INVESTMENT  ACT 
OF  1958 

Mr.  MADDEtf  (at  the  request  of  Mr. 
McCormack)  from  the  Committee  on 
Rules,  reported  the  following  privileged 
resolution  (H.  Res.  618,  Rept.  No.  2115), 
which  was  referred  to  the  House  Calen¬ 
dar  and  ordered  to  be  printed: 

Resolvedr  That  upon  the  adoption  of  this 
•resolution,  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Commit¬ 
tee  of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (S. 
3651)  to  make  equity  capital  and  long-term 
credit  more  readily  available  for  small-busi¬ 
ness  concerns,  and  for  other  purposes.  After 
general  debate,  which  shall  be  confined  to 
the  bill  and  continue  not  to  exceed  2  hours, 
to  be  equally  divided  and  controlled  by  the 
chairman  and  ranking  minority  member  of 
the  Committee  on  Banking  and  Currency,  the 
bill  shall  be  read  for  amendment  under  the 
5-minute  'rule.  At  the  conclusion  of  the 
consideration  of  the  bill  for  amendment,  the 
Committee  shall  rise  and  report  the  bill 
to  the  House  with  such  amendments  as 
may  have  been  adopted,  and  the  previous 
question  shall  be  considered  as  ordered  on 
the  bill  and  amendments  thereto  to  final 
passage  without  intervening  motion  except 
one  motion  to  recommit. 


SR 


CALENDAR  WEDNESDAY 

Mr.  McCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent  that  the  business 
in  order  on  Calendar  Wednesday  of  next 
week  be  dispensed  with. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 


LEAVE  OF  ABSENCE 

By  unanimous  consent,  leave  of  ab¬ 
sence  was  granted  to : 

Mr.  Scott  of  Pennsylvania  (at  the  re¬ 
quest  of  Mr.  Martin),  indefinitely,  on 
account  of  death  in  family. 

Mr.  Dague  (at  the  request  of  Mr. 
Martin)  ,  for  an  indefinite  period,  on  ac¬ 
count  of  death  in  his  family. 


Mr.  Anderson  of  Montana,  for  /Che 
week  of  July  7  and  the  week  of  July  14, 
on  account  of  attendance  under  -orders 
at  field  training  of  the  96th  infantry 
Division,  United  States  Army  Reserve. 

SPECIAL  ORDERS  GRANTED 

By  unanimous  consent,  permission  to 
address  the  House,  following  the  legisla¬ 
tive  program  and  any^pecial  orders  here¬ 
tofore  entered,  was  granted  to  Mr.  Reuss, 
for  30  minutes,  on/Monday  and  to  revise 
and  extend  th^/remarks  he  will  then 
make. 


El 


JSION  OF  REMARKS 


ADJOURNMENT  O1 

ir.  McCORMACK.  Mi1.  Shaker,  I 
unanimous  consent  that  when  the 
louse  adjourns  tomorrow  it  adjourn  to 
meet  on  Monday  next.  4 

The  SPEAKER.  Is  there  objection^ 
the  request  of  the  gentleman  from  Mas\ 
sachusetts?  t 

There  was  no  objection. 


By  unafiimous  consent,  permission  to 
extend  ^remarks  in  the  Appendix  of  the 
Recobo,  or  to  revise  and  extend  remarks, 
was/granted  to: 

fr.  Rooney,  to  revise  and  extend  his 
r/marks  and  include  a  statement  by  the 
’resident. 

Mr.  Gathings  and  to  include  an  ar¬ 
ticle. 

Mr.  Anfuso  in  one  instance  and  to 
include  extraneous  matter. 

Mr.  Ullman  in  three  instances,  in  each 
to  include  extraneous  matter. 

Mr.  O’Hara  of  Illinois  in  two  instances. 

Mr.  Zablocki  and  to  include  extrane¬ 
ous  matter. 

Mr.  Metcalf,  the  remarks  he  made  on 
the  conference  report  on  Senate  Joint 
Resolution  12  and  to  include  excerpts 
from  three  court  decisions. 

Mr.  Anderson  of  Montana,  on  Senate 
Joint  Resolution  12  and  to  include  ex¬ 
traneous  matter. 

Mr.  Anderson  of  Montana  in  three 
instances  and  to  include  extraneous 
matter. 

Mr.  Jones  of  Alabama  and  to  include 
an  editorial. 

_  Mr.  Davis  of  Georgia  and  to  include  a 
letter  entitled  “A  Letter  to  the  Reverend 
C.  B.  Lucas”  which  is  estimated  by  the 
Public  Printer  to  cost  $324. 

Mr.  Withrow  and  to  include  extrane¬ 
ous  matter  which  is  estimated  by  the 
Public  Printer  to  cost  $486. 

Mr.  Philbin  in  two  instances  and  to 
include  extraneous  matter. 

Mr.  Widnall  and  to  include  extraneous 
.matter. 

Mr.  Betts  and  to  include  an  editorial, 
[r.  Griffin,  to  be  inserted  during  de¬ 
bate,  in  the  Committee  of  the  Whole  on 
the  mutual  security  aid  bill  immediately 
following  the  amendment  which  he 
offered. 

Mr.  May  in  five  instances  and  to  in¬ 
clude  extraneous  matter. 

Mr.  LankfWd  in  five  instances  and  to 
include  extraneous  matter. 

Mr.  YouNGER\(at  the  request  of  Mr. 
Schwengel)  and include  an  editorial. 

Mr.  Westland  (a\the  request  of  Mr. 
Schwengel)  and  to’'‘include  extraneous 
matter. 

Mr.  Keating  (at  theVequest  of  Mr. 
Schwengel)  in  five  instances  and  to  in¬ 
clude  extraneous  matter. 

Mr.  Meader  (at  the  requfest  of  Mr. 
Schwengel)  and  to  include  extraneous 
matter.  ,  \ 

Mr.  Harrison  of  Virginia  (at  the  re¬ 
quest  of  Mr.  McCormack)  in  two'  .in- 
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stances  and  to  include  extraneous  mat¬ 
ter. 

MU.  Healey  (at  the  request  of  Mr. 
McCormack)  and  to  include  extraneous 
matter.' 

Mr.  Brooks  of  Texas  (at  the  request  of 
Mr.  McC6rmack)  and  to  include  ex¬ 
traneous  matter. 

Mr.  Multer.  (at  the  request  of  Mr. 
McCormack)  irv  three  instances  and  to 
include  extraneous  matter. 

Mr.  Farbstein  tat  the  request  of  Mr. 
McCormack)  in  three  instances  and  to 
include  extraneous  matter. 

Mr.  Hemphill  (at  the  request  of  Mr. 
McCormack)  and  to  include  extraneous 
matter. 

Mr.  Roosevelt  (at  the  request  of  Mr. 
McCormack)  and  to  include  extraneous 
matter. 
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cost,  of  the  construction  of  a  bridge  across 
the  Missouri  River  at  Brownville,  Nebr.; 

H.  R.  12311.  An  act  to  amend  the  act  of 
September  7,  1950  (relating  to  the  construc¬ 
tion  of  a  public  airport  in  or  near  the  Dis¬ 
trict  of  Columbia) ,  to  remove  the  limitation 
on  the  amount  authorized  to  be  appropriated 
for  construction; 

H.  R.  12739.  An  act  to  amend  section  1105 
(b)  of  title  XI  (Federal  Ship  Mortgage  In¬ 
surance)  of  the  Merchant  Marine  Act,  1936, 
as  amended,  to  implement  the  pledge  of 
faith  clause;  and 

H.  R.  12827.  An  act  to  amend  the  provi¬ 
sions  of  title  III  of  the  Federal  Civil  Defense 
Act  of  1950,  as  amended. 


SENATE  BILLS  REFERRED. 

Bills  of  the  Senate  of  the  following 
titles  were  taken  from  the  Speaker’s 
table  and,  under  the  rule,  referred  a\ 
follows: 

S.  2117.  An  act  directing  the  Secretary  of 
the  Army  to  transfer  certain  buildings  to  the 
Crow  Creek  Sioux  Indian  Tribe;  to  the  Com¬ 
mittee  on  Interior  and  Insular  Affairs. 

S.  3177.  An  act  authorizing  the  modifica¬ 
tion  of  the  Crisfield  Harbor,  Md.,  project  in 
the  Interest  of  navigation;  to  the  Committee 
on  Public  Works. 

S.  3203.  An  act  relating  to  minerals  on  the 
Wind  River  Indian  Reservation  in  Wyoming, 
and  for  other  purposes;  to  the  Committee  on 
Interior  and  Insular  Affairs. 

S.  3437.  An  act  authorizing  the  Depart¬ 
ment  of  Highways  of  the  State  of  Minnesota 
to  construct,  maintain,  and  operate  a  free 
highway  bridge  between  International  Falls, 
Minn.,  and  Fort  Frances,  Ontario,  Canada; 
to  the  Committee  on  Foreign  Affairs. 

S.  3499.  An  act  to  amend  the  vessel  ad¬ 
measurement  laws  relating  to  water  ballast 
spaces;  to  the  Committee  on  Merchant  Ma¬ 
rine  and  Fisheries. 

S.  3608.  An  act  to  revive  and  reenact  the 
act  authorizing  the  State  Highway  Commis¬ 
sion  of  the  State  of  Maine  to  construct, 
maintain,  and  operate  a  free  highway  bridge 
between  Lubec,  Maine,  and  Campobello  Is¬ 
land,  New  Brunswick,  Canada;  to  the  Com¬ 
mittee  on  Foreign  Affairs. 

S.  3728.  An  act  to  incorporate  the  Big 
Brothers  of  America;  to  the  Committee  on 
the  Judiciary.  • 


this 


Mr.  BURLESON,  from 
on  House  Administration 
that  commit 
to  the  Preside: 
of  the  House  of\he  follow, 
H.  R.  12716.  An 
Energy  Act  of  1954, 


Mr. 


AD  JOT 

McCORM^CK. 


SNT 


— 

ENROLLED  BILLS  SIGNED 

Mr.  BURLESON,  from  the  Committee 
on  House  Administration,  reported  that 
that  committee  had  examined  arid  found 
truly  enrolled  bills  of  the'  House  of  the 
following  titles,  which  were/thereupon 
signed  by  the  Speaker:  / 

H.  R.  982.  An  act  to  ameryf  section  77  (c) 
(6)  of  the  Bankruptcy  Act;./ 

H.  R.  10154.  An  act  to/ empower  the  ju¬ 
dicial  conference  to  stjfdy  and  recommend 
changes  in  and  additions  to  the  rules  of 
practice  and  procedure  in  the  Federal  courts; 

H.  R.  11424.  An  act  to  extend  the  author¬ 
ity  of  the  Secretly  of  Agriculture  to  extend 
special  livestock"'  loans,  and  for  other  pur¬ 
poses;  / 

H.  R.  11861/An  act  authorizing  the  city  of 
Chester,  Ill/,'  to  construct  new  approaches  to 
and  to  reconstruct,  repair,  or  improve  the  ex¬ 
isting  approaches  to  a  toll  bridge  across  the 
Mississippi  River  at  or  nead  Chester,  Ill.; 

H.  R.  11936.  An  act  to  extend  the  time  for 
the/ollection  of  tolls  to  amortize  the  cost, 
iiyffuding  reasonable  interest  and  financing 


Speaker,  I 
move  that  the  Rouse  do  now  adjourn. 

The  motior/was  agreed  to;  accordingly 
(at  5  o’clocje  and  18  minutes  pvm.)  the 
House  adjourned  until  tomorrow/Thurs¬ 
day,  Julj/3,  1958,  at  12  o’clock  noc 

EXECUTIVE  COMMUNICATIONS,'' 

/  ETC. 

/  Under  clause  2  of  rule  XXTV,  execu- 
/tive  communications  were  taken  from 
the  Speaker’s  table  and  referred  as  fol¬ 
lows: 

2088.  A  letter  from  the  Comptroller  Gen¬ 
eral  of  the  United  States,  transmitting  a  re¬ 
port  on  the  review  of  activities  of  naval  am¬ 
munition  depots  and  similar  type  installa¬ 
tions  managed  by  the  Bureau  of  Ordnance, 
Department  of  the  Navy,  pursuant  to  the 
Budget  and  Accounting  Act,  1921  (31  U.  S.  C. 
63),  and  the  Accounting  and  Auditing  Act 
of  1950  (31  U.  S.  C.  67) ;  to  the  Committee  on 
Government  Operations. 

2089.  A  letter  from  the  Chairman,  United 
States  Atomic  Energy  Commission,  relative 
to  a  message  that  was  transmitted  by  the 
President  to  the  Congress  on  June  23,  1958, 
relating  to  a  proposed  international  agree¬ 
ment  between  the  United  States  of  America 
and  the  European  Atomic  Energy  Commu¬ 
nity  for  approval  pursuant  to  sections  11  (1) 
and  124  of  the  Atomic  Energy  Act  of  1954, 
as  amended,  and  also  stating  that  legisla¬ 
tion  has  been  transmitted  by  our  letter  of 
June  23,  1958,  to  the  Chairman,  Joint  Com¬ 
mittee  on  Atomic  Energy;  to  the  Joint  Com¬ 
mittee  on  Atomic  Energy. 

2090.  A  letter  from  the  Acting  Secretary  of 
the  Treasury,  transmitting  a  draft  of  pro¬ 


posed  legislation  entitled  “A  bill  to  amend 
the  act  of  June  10,  1938,  relating  to  partici¬ 
pation  by  the  United  States-  in  the  Interna 
tional  Criminal  Police  Organization”;  to  (ne 
Committee  on  the  Judiciary. 

2091.  A  letter  from  the  Commissioned  Im¬ 
migration  and  Naturalization  Service,  De¬ 
partment  of  Justice,  transmitting  in  alpha¬ 
betical  order,  452  reports  concerning 
individuals  admitted  to  the  Unfted  States 
notwithstanding  affliction  with/tuberculosis, 


pursuant  to  section  6  of  the 
ber  11,  1957;  to  the  Coi 
diciary. 


fct  of  Septem- 
tee  on  the  Ju- 


SENATE  ENROLLED  BILLS  SIGNED 

The  SPEAKER  announced  his  signa¬ 
ture  to  enrolled  bills  of  the  Senate  of  the 
following  titles: 

S.  86.  An  act  to  amend  the  National  Sci¬ 
ence  Foundation  Act  of  1950,  to  provide  for 
a  program  of  study,  research,  and  evaluation 
in  the  field  of  weather  modification;  and 

S/2007.  An  act  to  amend  the  United  States 
Grain  Standards  Act,  1916,  as  amended,  to 
.permit  the  Secretary  of  Agriculture  to 
jsjiarge  and  collect  for  certain  services  per¬ 
formed,  and  for  other  purposes. 

- - - 

BJLL  PRESENTED  TO  THE 
PRESIDENT 


REPORTS  OF  COI 
LIC  BILLS 


HTTEES  ON  PUB- 
RESOLUTIONS 


ittee 
ed  that 
present 
oval,  a  bill 
title : 

the  Atomic 
ended. 


Under  clause  /  of  rule  XIII,  reports  of 
committees  wore  delivered  to  the  Clerk 
for  printing Rnd  reference  to  the  proper 
calendar,  ass  follows: 

Mr.  DAVIS  of  Tennessee:  Committee  on 
Public  Works.  H.  R.  9924.  A  bill  granting 
the  consent  and  approval  of  Congress  to  a 
compact  between  the  State  of  Connecticut 
a  nd /the  State  of  Massachusetts  relating  to 
(a  control;  without  amendment  (Rept. 
2105).  Referred  to  the  Committee  of 
She  Whole  House  on  the  State  of  the  Union. 

Mr.  JONES  of  Alabama:  Committee  on 
Public  Works.  S.  495.  An  act  to  authorize 
the  acquisition  of  the  remaining  property  in 
square  725  in  the  District  of  Columbia  for 
the  purpose  of  extension  of  the  site  of  the 
additional  office  building  for  the  United 
States  Senate  or  for  the  purpose  of  addition 
to  the  United  States  Capitol  Grounds;  with¬ 
out  amendment  (Rept.  No.  2106).  Referred 
to  the  Committee  of  the  Whole  House  on 
the  State  of  the  Union. 

Mr.  DAVIS  of  Tennessee:  Committee  on 
Public  Works.  House  Joint  Resolution  633. 
Joint  resolution  to  designate  the  lake  formed 
by  the  Ferrells  Bridge  Dam  across  Cypress 
Creek  in  Texas  as  Lake  O’  the  Pines;  with¬ 
out  amendment  (Rept.  No.  2107).  Referred 
to  the  House  Calendar. 

Mr.  DURHAM :  Joint  Committee  on  Atomic 
Energy.  H.  R.  13121.  A  bill  to  authorize 
appropriations  for  the  Atomic  Energy  Com¬ 
mission  in  accordance  with  section  261  of 
the  Atomic  Energy  Act  of  1954,  as  amended, 
and  for  other  purposes;  without  amend¬ 
ment  (Rept.  No,  2108).  Referred  to  the 
Committee  of  the  Whole  House  on  the  State 
of  the  Union. 

Mr.  JONES  of  Alabama:  Committee  on 
Public  Works.  H.  R.  12883.  A  bill  to  provide 
[or  certain  improvements  relating  to  the 
ipitol  Power  Plant  and  its  distribution 
systems;  with  amendment  (Rept.  No.  2109). 
Refevred  to  the  Committee  of  the  Whole 
House\on  the  State  of  the  Union. 

Mr.  QAVIS  of  Tennessee:  Committee  on 
Public  Works. '  S.  1785.  An  act  designating 
the  reservoir  located  above  Heart-Butte 
Dam  in  Grant  County,  N.  Dak.,  as  Lake 
Tschida,  andVfor  other  purposes;  without 
amendment  (Rept.  No.  2110).  Referred  to 
the  House  Calendar. 

Mr.  JONES  of /Alabama:  Committee  on 
Public  Works.  S.  3975.  An  act  to  provide 
for  the  construction^ of  a  fireproof  annex 
building  for  use  of  theVGovernment  Printing 
Office,  and  for  other\purposes;  without 
amendment  (Rept.  No.  3^11).  Referred  to 
the  House  Calendar. 

Mrs.  GREEN  of  Oregon:  Jtoffnt  Committee 
on  the  Disposition  of  Executive  Papers. 

House  Report  No.  2112.  Reporwon  the  dis¬ 
position  of  certain  papers  of  sundry  executive 
departments.  Ordered  to  be  printed 

Mrs.  GREEN  of  Oregon;  Joint  Cohamittee 
on  the  Disposition  of  Executive  Papers. 

House  Report  No.  2113.  Report  on  th«^dis- 
position  of  certain  papers  of  sundry  exe 
tive  departments.  Ordered  to  be  printed/ 

Mrs.  GREEN  of  Oregon:  Joint  Committed 
on  the  Disposition  of  Executive  Papers. 
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HIGHLIGHTS:  House  passed  Public  L/w  480  billX  Senate  debated  farm  bill.  House 
appointed  conferees  on  reciprocal/  trade  extension  bill.  Both  Houses  received  pro¬ 
posed  bill  to  provide  revolving/fund  for  USDA  loaijs. 


) 


HOUSE 

1.  FOREIGN  TRADE;  SURPLUS  COMMODITIES.  Passed  under  suspension  of  the  rules,  195 
to  52,  S.  3420^  to  extend  Public  Law  480.  (pp.  13392,  13435,  A6607-08, 
A6634-35)  A /  passed  the  bill  provides  as  follows: 

Extends^itles  I  and  II  for  1  year,  through  June  30,  1959^  Authorizes  the 
sale  of  ap  additional  $1.5  billion  of  agricultural  surpluses  for  foreign 
currencies  under  title  I.  Continues  the  present  authorization  pf  $800  million 
for  donation  of  surplus  commodities  to  friendly  countries  under  t^itle  II. 
Directs  the  Secretary  to  barter  or  exchange  CCC  surplus  commoditih^,  in  an 
amodnt  not  to  exceed  $500  million  annually,  for  strategic  materials^ or  other 
materials  of  which  the  U.  S.  does  not  domestically  produce  its  requirements 
,ind  which  entail  less  risk  of  loss  through  deterioration  or  substantially  less 
storage  charges,  for  materials,  goods,  or  equipment  required  in  connection  with 
foreign  economic  and  military  aid  and  assistance  programs,  or  for  materials  or 
equipment  required  in  substantial  quantities  for  offshore  construction  programs 
Prohibits  the  placing  of  restrictions,  in  carrying  out  barters  or  exchanges,' 
on  countries  of  the  free  world  into  which  surplus  commodities  may  be  sold. 


except  where  the  Secretary  has  made  a  specific  finding  that  a  transaction  wi 
replace  a  cash  sale  for  dollars.  Provides  that  no  material  shall  be  excluded 
s^rom  barter  by  reason  of  the  fact  that  it  has  been  domestically  processed/if 
•ovision  is  made  for  the  importation  of  an  equivalent  amount  of  similar/raw 
material.  Directs  the  Secretary  to  assist  farmers'  cooperatives  in  effecting 
exchange  of  agricultural  commodities  in  their  possession  for  strateg 
materials.  Directs  other  Federal  agencies  to  cooperate  with  the  Secretary  in 
the  disposal  of  surplus  commodities  by  means  of  barter  or  exchange;  Authorizes 
the  use  of  foreign  currencies  acquired  under  the  program,  as  may/be  specified 
from  time\o  time  in  appropriation  acts,  for  the  acquisition  offsites  and 
building  anX  grounds  abroad  for  U.  S.  Government  use;  financing  trade  fair 
participation\and  related  activities;  health  programs;  literacy  and  technical 
training  programs  and  similar  programs  not  specifically  cohered  by  other  pro¬ 
visions  of  the  bill;  international  educational  exchanges;/ expansion  and  opera¬ 
tion  of  American- sponsored  schools  and  educational  institutions  abroad;  sup¬ 
porting  workshops  and  chairs  in  American  studies;  and/tinancing  an  expanded 
program  of  locating, ^evaluating,  translating,  and  acquiring  foreign  books, 
periodicals,  and  otherXpublications  outside  the  U./S.  which  are  of  scientific, 
technical,  and  culturalpignificance  to  the  U.  Authorizes  the  President 
to  make  any  area  under  th\  jurisdiction  of  administration  of  the  U.  S,,  such 
as  the  Trust  Islands  of  the\Pacific  and  the  Ryuku  Islands,  eligible  to  partici¬ 
pate  in  the  surplus  commodities  disposal  and/distribution  programs  under 
Public  Law  480  and  Sec.  32  of\he  act  of  1935.  Provides  that  in  negotiating 
agreements  for  sales  of  commodities  for  foreign  currencies  the  President  shall 
take  reasonable  precautions  to  assure  t\tkt  such  sales  will  not  unduly  disrupt 
normal  patterns  of  commercial  trad\wi/h  friendly  countries. 


2.  TRADE  AGREEMENTS.  Conferees  were  appointed  on  H.  R.  12591,  to  extend  the  trade 
agreements  authority.  Senate  conferee sSjiave  not  been  appointed,  p.  13392 


3.  CCC  GRAINS,  A  subcommittee  of  the  Agriculture  Committee  ordered  reported  H.  R. 
12555  and  H.  R.  13268,  to  authorize  CCC  to  exercise  the  option  of  processing 
or  reprocessing  CCC  stocks  Or  grain,  or  to  purchase  commodities  in  such  form 
in  the  open  market,  for  d^ation  purposes,  p.  v725 


4.  RECLAMATION,  The  Interior  and  Insular  Affairs  ComnH^ttee  ’’concluded  the  con¬ 
sideration  and  amending  of  H.  R.  594,  Fryingpan-Arkansas  project  bill,  and 
ordered  a  clean  biiyt  incorporating  such  amendments,  \eported  to  the  House.” 
p.  D726 


5.  PERSONNEL  AWARDS/  Passed  under  suspension  of  the  rules  H.Nl.  488,  to  provide 
for  the  conferring  of  an  award  to  be  known  as  the  Medal  for\Distinguished 
Civilian  Achievement,  p.  13392 


6.  APPROPRIATIONS.  Conferees  were  appointed  on  H.  R*  13066,  the  legislative 

branch  Appropriation  bill  for  1959.  Senate  conferees  have  not  behn  appointed, 
p.  13392 


7.  S&1ALL  BUSINESS.  Passed,  131  to  5,  with  amendments  S.  3651,  to  make  equity 

capital  and  long-term  credit  more  readily  available  for  small-business  concerns, 
pp.  13392-432 


ELECTRIFICATION,  Rep.  Porter  discussed  the  development  of  hydroelectric  powe^ 
in  the  Pacific  Northwest  and  stated  that  ’’the  administration's  shortsighted 
power  policy  will  lead  us  into  a  very  serious  power  shortage  in  the  Pacific 
Northwest.”  pp.  13435-37 
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combatant  function,  by  notifying  the  Con¬ 
gress  and  then  waiting  30  days.  To  prevent 
such  action  required  the  passage  of  a  law. 
fnder  the  House  bill,  a  combatant  function 
assigned  to  one  of  the  military' Services  pur¬ 
suant  to  the  roles  and  missions  contained 
in  tlto  National  Security  Act  could  have 
been  transferred,  reassigned,  consolidated,  or 
abolished  upon  the  recommendation  of  the 
Secretariat  Defense  after  he  had  consulted 
with  the  Joint  Chiefs  of  Staff  with  respect 
to  such  action  and  had  reported  his  pro¬ 
posed  action 'to  the  Congress.  However,  if 
one  or  more  of ’toe  Joint  Chiefs  of  Staff  had 
objected  to  the  ^Proposed  transfer,  consoJJ** 
dation,  reassignment  or  abolition,  the  House 
bill  required  the  Secretary  of  Defense  to 
advise  the  CongressVthat  he  proposed  to 
transfer,  reassign,  consolidate  or  abolish  a 
major  combatant  function.  In  other  words, 
under  the  House  bill,  a  combatant  function 
became  a  major  combatant,  function  when 
one  or  more  members  of  thidoint  Chiefs  of 
Staff  opposed  a  proposed  transfer,  abolition, 
consolidation  or  reassignment  off  combatant 
function.  Under  the  House  bilNwben  the 
Secretary  of  Defense  proposed  tcTVtransfer, 
reassign,  consolidate,  or  abolish  major 
combatant  function  the  Congress  could  have 
prevented  such  action  by  adopting  a\on- 
current  resolution  in  opposition  to  s^feh 
action. 

Thus,  under  the  House  bill,  both  House; 
of  the  Congress  had  to  act  to  prevent  the 
consolidation,  transfer,  reassignment,  or 
abolition  of  a  major  combatant  function. 

Under  the  Senate  amendment,  the  Secre¬ 
tary  of  Defense  may  not  substantially  trans¬ 
fer,  reassign,  consolidate  or  abolish  any 
function  established  by  law  to  be  performed 
by  the  Department  of  Defense  or  any  officer 
or  agency  thereof  until  the  expiration  of  the 
first  period  of  30  calendar  days  of  continuous 
session  of  the  Congress  following  the  date 
on  which  the  Secretary  of  Defense  reports 
the  pertinent  details  of  the  action  to  be 
taken  to  the  Armed  Services  Committees  of 
the  Senate  and  House  of  Representatives. 

Under,  the  Senate  amendment  either  Com¬ 
mittee  may  report  a  resolution  to  its  House 
stating  that  the  proposed  transfer,  reassign¬ 
ment,  consolidation,  or  abolition  should  be 
rejected  because: 

(1)  It  contemplates  the  transfer,  reassign¬ 
ment,  consolidation  or  abolition  of  a  major 
combatant  function  assigned  to  the  military 
services  by  the  National  Security  Act,  and 

(2)  If  carried  out,  would  impair  the  de¬ 
fense  of  the  United  Spates. 

■After  such  a  resolution  has  been  reported  to 
either  House,  the  proposed  action  catim 
take  place  until  the  expiration  of  the  fi/6t 
period  of  40  days  of  continuous  sessioj/  of 
the  Congress  following  the  date  on  which  the 
resolution  is  reported.  If  either  /House 
adopts  a  resolution  in  opposition  to^he  pro¬ 
posed  action,  then  the  propose^ transfer, 
reassignment,  consolidation  ojr  abolition 
cannot  be  effected. 

Under  the  Senate  amendm^ht,  such  reso¬ 
lutions  of  disapproval  are  jjriviieged  and  a 
simple  majority  of  either  Jlouse  is  sufficient 
to  prohibit  the  proposed/ transfer,  reassign¬ 
ment,  abolition,  or  com/lidation. 

The  House  confer^  agreed  to  the  Sen¬ 
ate  amendment  wUm  three  modifications. 
The  modifications^ontained  in  the  confer¬ 
ence  report  deaV^ with  the  resolution  that 
may  be  filed  by  either-  committee.  Under 
the  conferenc/  report  such  resolutions  may 
apply  to  maflor  combatant  functions  “now 
or  hereafter’  assigned  to  the  military  serv¬ 
ices  by  National  Security  Act.  In  addi¬ 
tion,  the  resolution  shall  state  that  in  the 
judgment  of  the  resolving  House,  the  action, 
if  earned  out,  would  "tend  to"  impair  the 
dejMise  of  the  United  States. 

The  words  "now  or  hereafter”  are  added  so 
&s  to  be  applicable  to  major  combatant  func¬ 


tions  that  have  now  been  agreed  upon  as  well 
as  those  that  may  be  agreed  upon  hereafter. 
Once  agreed  upon,  they  should  be  subject 
to  congressional  review. 

The  words  "tend  to”  were  agreed  upon 
since  it  appears  unreasonable  to  require  that 
the  Congress  must  definitely  state  that  a 
proposed  transfer,  abolition,  consolidation, 
or  reassignment  of  a  major  combatant 
function  would  impair  the  defense  of  the 
United  States  rather  than  “tend  to"  impair 
the  defense  of  the  United  States.  Obviously, 
no  resolution  of  disapproval  will  be  recom¬ 
mended  unless  the  defense  of  the  United 
States  is  involved,  but  to  justify  the  judg¬ 
ment  of  the  Congress  on  the  grounds  that 
the  proposed  action  flatly  “impairs”  the  de¬ 
fense  of  the  United  States  requires  a  finding 
that  might  be  construed  as  impugning  the 
motives  of  the  Secretary  of  Defense. 

The  only  other  changes  with  respect  to 
this  portion  of  the  Senate  amendment 
dealing  with  the  transfer,  reassignment,  con¬ 
solidation,  or  abolition  of  combatant  func¬ 
tions  deals  with  the  reference  to  the  Re¬ 
organization  Act  of  1949.  Under  the  Senate 
amendment,  any  resolution  reported  to 
either  House  shall  be  treated  in  the  same 
manner  as  a  resolution  with  respect  to  a 
reorganization  plan  reported  by  a  Committeei 
within  the  meaning  of  the  Reorganization 
Act  of  1949. 

Since  It  is  the  intent  of  both  the  IMUse 
nd  Senate  conferees  that  a  simple/ ma- 
rity,  rather  than  a  Constitutional  m/jority, 
isVll  that  is  required  to  approve  such  a  reso¬ 
lution,  the  conferees  agreed  to  ad/1  the  lan- 
guageC’as  in  effect  on  July  1,  1M8'’  with  re¬ 
spect  to  the  Reorganization  /Act  of  1949. 
Prior  toVhe  act  of  Septernber/l,  1957,  a  Con¬ 
stitutions^  majority  was  /Squired  to  set 
aside  a  pressed  reorganisation  plan.  Thus 
reference  to\he  Reorganization  Act  of  1949 
of  and  by  itsett  mightyfiave  been  construed, 
at  some  futureVdat^ as  requiring  a  Con¬ 
stitutional  majors'  rather  than  a  simple 
majority  as  is  n^fe  the  case  in  the  Re¬ 
organization  Acy&f  \£>49,  as  amended  by  the 
act  of  September  4,  199(7. 

In  addition/  under  \he  language  agreed 
to  by  the  offerees,  any^Huture  changes  in 
the  Reorganization  Act  Si  1949  will  not 
affect  thVsimple  majority  requirement  with 
respechAo  proposed  consolidations,  trans¬ 
fers,  /^assignments,  or  abolitions  of  major 
comJiatant  functions  under  thNponference 
reutort. 

‘hus  the  provision  agreed  to  witJw  respect 
combatant  functions  recognizes  \he  re¬ 
sponsibility  of  the  Congress  as  provicNto  in 
the  Constitution  of  the  United  StatesX  It 
preserves  to  the  Congress  its  prerogativeNpf 
making  the  final  determination  as  to  tin 
military  needs  and  requirements  of  our1 
nation. 

The  third  area  of  disagreement  deals  with 
the  right  of  the  Secretary  of  a  military  de¬ 
partment,  or  a  member  of  the  Joint  Chiefs 
of  Staff  to  present  to  the  Congress,  on  his 
own  initiative,  after  informing  the  Secretary 
of  Defense,  any  recommendations  relating  to 
the  Department  of  Defense  that  he  may  deem 
proper. 

The  Senate  amendment  eliminated  this 
right  with  respect  to  a  Secretary  of  a  mili¬ 
tary  department,  and  in  addition,  the  Sen¬ 
ate  amendment  provided  that  a  member  of 
the  Joint  Chiefs  of  Staff  or  the  Joint  Chiefs 
of  Staff  as  a  body  could  present  to  the  com¬ 
mittees  of  the  Congress,  rather  than  to  the 
Congress,  recommendations  relating  to  the 
security  of  the  United  States,  rather  than 
recommendations  relating  to  the  Department 
of  Defense. 

The  House  bill  reenacted  the  law  which 
has  been  in  existence  for  the  past  nine  years 
which  provides  that  a  military  Secretary  and 
a  member  of  the  Joint  Chiefs  of  Staff  shall 
have  the  right  to  come  to  the  Congress  on 
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his  own  initiative,  after  first  advising  th/ 
Secretary  of  Defense,  with  respect  to  a*y 
recommendations  relating  to  the  Depart¬ 
ment  of  Defense  that  the  military  Secretary 
or  member  of  the  Joint  Chiefs  of  Stajf  deem 
proper.  The  Senate  conferees  agreed  to  the 
language  that  was  contained  in  /he  House 
bill.  Thus  it  is  a  simple  repetition/ of  existing 

Minor  changes  were  also  made  with  respect 
to  the  provision  dealing  witb/mified  or  speci¬ 
fied  combatant  commands/ 

Under  the  House  bill/the  President  with 
the  advice  and  assistance  of  the  Joint  Chiefs 
of  Staff  and  acting  through  the  Secretary  of 
Defense,  was  authorized  to  establish  unified 
and  specified  combatant  commands  for  the 
performance  of  /ombatant  missions. 

The  Senate  amendment  contained  the  same 
language,  bu/  referred  to  the  missions  as 
“strategic”/hissions.  The  words  “combatant 
missions ’b^rere  objected  to  on  the  grounds 
that  they  carried  a  connotation  of  combat, 
whereae  some  unified  commands,  such  as 
those/ in  the  Antarctica  and  other  areas, 
mie/t  be  considered  noncombatant  in  na¬ 
ture,  but  of  strategic  importance.  On  the 
ther  hand,  the  use  of  the  words  "strategic 
/missions”  in  a  strict  military  interpretation 
might  be  interpreted  so  as  to  preclude  the 
establishment  of  tactical  missions.  The 
House  and  Senate  conferees  agreed  to  sub¬ 
stitute  the  words  “military  inissions”  in  lieu 
of  “combatant  missions”  or  "strategic  mis¬ 
sions.”  The  words  “military  missions”  are 
sufficiently  broad  to  include  combatant  mis¬ 
sions,  strategic  missions,  and  tactical  mis¬ 
sions. 

The  Senate  amendment,  with  respect  to 
unified  and  specified  commands,  also  pro¬ 
vided  that  each  military  department  would 
be  responsible  for  the  administration  of  the 
forces  assigned  from  its  department  to  such 
combatant  commands  “except  when  the  Sec¬ 
retary  of  Defense  determines  that  for  the 
purposes  of  efficiency  such  responsibility 
should  be  assigned  to  another  military  de¬ 
partment.”  The  House  bill  permitted  the 
responsibility  for  the  support  of  forces  as¬ 
signed  to  combatant  commands  to  be  vested 
in  one  or  more  military  departments  as  di¬ 
rected  by  the  Secretary  of  Defense.  How¬ 
ever,  the  House  bill  did  not  permit  the  Secre¬ 
tary  of  Defense  to  place  the  responsibility  for 
the  administration  of  forces  from  one  mili¬ 
tary  department  to  be  placed  in  the  hands 
of  another  military  department. 

There  may  be  times  when  the  support  of 
such  combatant  commands  should  be  placed 
in  the  hands  of  one  military  department  for 
the  purposes  of  efficiency  and  economy,  but 
the  administration  of  such  forces  carries  with 
it  far  greater  connotations  dealing  not  only 
i^with  discipline,  promotion,  and  personnel 
>licies,  but  could  conceivably  be  construed 
to\include  almost  all  policies  under  which 
the\military  department  operates  and  are 
separately  organized.  The  Senate  conferees 
agreed\±o  the  deletion  of  the  words  “except 
when  the  Secretary  of  Defense  determines 
that  for  the  purposes  of  efficiency  such  re- 
sponsibilitX  should  be  assigned  to  another 
military  department.” 

The  Se^ateNamendment  also  provides  a 
statutory  basis  Spr  the  National  Guard  Bu¬ 
reau,  including  i A  Chief.  The  House  agreed 
to  this  portiofiftpf  tfc(e  Senate  amendment. 

In  addition,  the  senate  amendment  pro¬ 
vides  that  the  enmim^tion  of  three  Assist¬ 
ant  Secretaries  of  the  n\ilitary  departments 
plus  the  reduction  from  fhto  7  of  authorized 
Assistant  Secretaries  of  Defense,  should  not 
become  effective  until  Six  months  after  the 
enactment  of  this  legislation^  The  House 
conferees  agreed  to  this  provision 

All  other  provisions  of  the  SenKfe  amend¬ 
ment  which  were  agreed  to  by  the  Mouse  con¬ 
ferees  are  technical  in  nature  and  wl  with 
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ode  references,  changes  in  section  numbers, 
the  elimination  of  unnecessary  language. 
Carl  Vinson, 

Overton  Brooks, 

Paul  J.  Kilday, 

Carl  Durham, 

By  R.  W.  S. 

L.  Mendel  Rivers, 

L.  C.  Arends, 

L.  H.  Gavin, 

S^James  E.  Van  Zandt, 
/illiam  G.  Bray, 

Managers  oh  the  Part  of  the  House. 


AUGUST  WlDMER 

Mr.  WALTER.  Mr\speaker,  I  ask 
unanimous  consent  to  \ake  from  the 
Speaker’s  desk  the  bill  (H\R.  7729)  for 
the  relief  of  August  WidmeiNvith  a  Sen¬ 
ate  amendment  thereto,  ancp^onpur  in 
the  Senate  amendment. 

The  Clerk  read  the  title  of  th\  bill. 

The  Clerk  read  the  Senate  amend¬ 
ment,  as  follows: 

Page  2,  line  3,  after  “act”  insert  “ 
vided  further,  That  the  exemption  grants 
herein  shall  apply  only  to  a  ground  for  ex¬ 
clusion  of  which  the  Department  of  Justice 
or  the  Department  of  State  has  knowledge 
prior  to  the  enactment  of  this  act.” 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Pennsylvania? 

There  was  no  objection. 

The  Senate  amendment  was  concurred 
in. 

A  motion  to  reconsider  was  laid  on  the 
table. 


The  SPE. 
the  requa 
Pennsylvania? 

Therywas  no  objection. 

Thq/senate  amendments  were  con¬ 
curred  in. 

^motion  to  reconsider  was  laid  on  the 
tarf&le. 


LEGISLATIVE  BRANCH,  APPROPRIA¬ 
TION  BILL,  1959 

Mr.  NORRELL.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  desk  the  bill  (H.  R.  13066) 
making  appropriations  for  the  legislative 
branch  for  the  fiscal  year  ending  June 
30,  1959,  and  for  other  purposes,  with 
Senate  amendments  thereto,  disagree  to 
the  Senate  amendments,  and  agree  to 
the  conference  asked  by  the  Senate. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Arkansas?  [After  a  pause.]  The  Chair 
hears  none  and  appoints  the  following 
conferees:  Messrs.  Norrell,  Kirwan, 
Rooney,  Cannoij,  Horan,  Bow,  and 
Taber. 


CALL  OP  THE  HOUSE 

Mr.  SPRINGER.  Mr.  Speaker,  I  make 
the  point  of  order  that  a  quorum  is  not 
present. 

The  SPEAKER.  Evidently  a  quorum 
is  not  present. 

Mr.  McCORMACK.  Mr.  Speaker,  I 
love  a  call  of  the  House. 

call  of  the  House  was  ordered, 
le  Clerk  called  the  roll,  and  the  fol¬ 
lowing  Members  failed  to  answer  to  they 
names: 

[Roll  No.  140] 


RELIEF  OP  CERTAIN  ALIENS 

Mr.  WALTER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  desk  the  resolution  (H.  J.  Res. 
589)  for  the  relief  of  certain  aliens,  with 
Senate  amendments  thereto,  and  concur 
in  the  Senate  amendments. 

The  Clerk  read  the  title  of  the  bill. 

The  Clerk  read  the  Senate  amend¬ 
ments,  as  follows: 

Page  1,  strike  out  lines  3  to  8,  inclusive, 
and  insert  “That,  for  the  purposes  of  the 
Immigration  and  Nationality  Act,  Annie 
Bertha  Yarnold  shall  be  heldvand  considered 
to  have  been  lawfully  admitted  to  the  United 
States  for  permanent  residence  as  of  the 
date  of  the  enactment  of  this  act,  upon 
payment  of  the  required  visa  fee :  Provided, 
That  a  suitable  and  proper  bond  or  underj  ' 
taking,  approved  by  the  Attorney  Genera 
be  deposited  or  prescribed  by  section  21^of 
the  said  act.” 

Page  1,  strike  out  line  11  and  insert/’Ngow 
Lee) ,  and  Maximo  C.  Angeles.” 

Page  2,  after  line  20,  insert: 

“Sec.  4.  For  the  purposes  of  tlyf  Immigra¬ 
tion  and  Nationality  Act,  Heleur  Demouchi- 
kous  shall  be  held  and  considered  to  have 
been  lawfully  admitted  to  the  United  States 
for  permanent  residence  as^f  September  17, 
1948,  upon  payment  of  Ah.e  required  visa 
fee.  Upon  the  grantina/of  permanent -resi¬ 
dence  to  such  alien  aA  provided  for  in  this 
act,  the  Secretary  of  iState  shall  instruct  the 
proper  quota-control  officer  to  deduct  one 
number  from  thmdippropriate  quota  for  the 
first  year  that  s/[ch  quota  is  available.” 


Ashley  \ 

Gordon 

Radwan  / 

Bass,  Tenn. 

V  Gwinn 

Sadlak  / 

Boggs 

\Hoeven 

St.  George 

Buckley 

l^pfTman 

ShuMrd 

Burdick 

James 

Sny£h,  Kans. 

Dies 

JenVins 

Tame 

Dowdy 

Kearney 

jFaylor 

Eberharter 

Minsludl 

/Trimble 

Edmondson 

Morris  \ 

A  Vursell 

Engle 

Moulder  \. 

f  Watts 

Feighan 
Friedel  / 
Gavin 

Poage  It 

Powell  A' 
-  Prouty  A 

Williams,  N.  Y. 

R:  Is  there  objection  to 
of  the  gentleman  from 


The-Clerk  read  the  title  of  the  bill. 

Mr.  JUDD.  Mr.  Speaker,  a  parlia¬ 
mentary  inquiry. 

The  SPEAKER.  The  gentleman  wil, 
state  it. 

Mr.  JUDD.  Mr.  Speaker,  this  motion 
comes  under  suspension  procedure  on 
the  bill  we  considered  Mondajy so  it 
takes  a  two-thirds  vote  to  passdt? 

The  SPEAKER.  The.  Chqfi:  thinks 
that  is  generally  true. 

Mr.  JUDD,  If  one-third^6f  the  Mem¬ 
bers  of  the  House- 

The  SPEAKER.  Tha^is  not  a  parlia¬ 
mentary  inquiry.  The^gentleman  is  try¬ 
ing  to  make  a  speed 

The  question  isyWill  the  House  sus¬ 
pend  the  rules  an^fpass  the  bill,  S.  3420, 
as  amended? 

Mr.  JUDD.  y^Jr.  Speaker,  on  that  I 
demand  the  Ae&s  and  nays. 

The  yeas/and  nays  were  refused. 

The  question  was  taken;  and  on  a  di¬ 
vision  (demanded  by  Mr.  Judd)  there 
were— ^yes  195,  noes  52. 

So.Awo-thirds  having  voted  in  favor 
thmreof,  the  rules  were  suspended  and 
the  bill  was  passed. 

A  motion  to  reconsider  was  laid  on 
'the  table. 


The  BPEAKER^  On  this  rollcall  393 
Members  have  answered  to  t^eir  names, 
a  quorum. 

By  unanimous  consent,  further  pro¬ 
ceedings  ujraer  the  call  were  dispensed 
with. 


EXTENSION  OP  RECIPROCAL  TRAI 
AGREEMENTS  ACT  OP  1930,  A£ 
MENDED 

Mr.  MILLS.  Mr.  Speaker,  I  ask  unan¬ 
imous  consent  to  take  from  the  Speak¬ 
er’s  desk  the  bill  (H.  R.  12591)  to  extend 
the  authority  of  the  President  to  enter 
into  trade  agreements  under  section  350 
of  the  Tariff  Act  of  1930,  as  amended, 
and  for  other  purposes,  with  Senate 
amendments  thereto,  disagree  to  the 
Senate  amendments,  and  agree  to  the 
conference  asked  by  the  Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ar¬ 
kansas?  [After  a  pause.]  The  Chair 
hears  none,  and  appoints  the  following 
conferees:  Messrs.  Mills,  Gregory,  Fo- 
rand,  Reed,  and  SiMPSON  of  Pennsyl¬ 
vania. 


AGRICULTURAL  TRADE  DEVELOP¬ 
MENT  AND  ASSISTANCE  ACT  OP 
1954 

The  SPEAKER.  The  unfinished  busi¬ 
ness  is  the  question  of  suspending  the 
rules  and  passing  the  bill,  S.  3420,  as 
amended,  which  the  Clerk  will  report  by 
title. 


MEDAL  FOR  DISTINGUISHED 
CIVILIAN  ACHIEVEMENT 

The  SPEAKER.  The  further  unfin¬ 
ished  business  is  the  question  on  sus¬ 
pending  the  rules  and  passing  the  bill 
H.  R.  488  to  provide  for  the  conferring 
of  an  award  to  be  known  as  the  Medal 
for  Distinguished  Civilian  Achievement. 

The  question  was  taken;  and  (two- 
thirds  having  voted  in  favor  thereof)  the 
rules  were  suspended  and  the  bill  was 
passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 

COMMITTEE  ON  PUBLIC  WORKS 

Mr.  FALLON.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  Committee 
on  Public  Works  may  have  permission 
to  sit  this  afternoon  during  general 
^.debate. 

The  SPEAKER.  Without  objection,  it 
isSgo  ordered. 

lere  was  no  objection. 

HOURkOF  MEETING  TOMORROW 

Mr.  MCCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent  that  when  the 
House  adjounas  today  it  adjourn  to  meet 
tomorrow  at  lrsn’clock  a.  m. 

The  SPEAKER^  Without  objection,  it 
is  so  ordered. 

There  was  mo  obj^tion. 

SMALL  BUSINESS  INVESTMENT  ACT 
OF  1958 

Mr.  MADDEN.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules  I  call 
up  House  Resolution  618  and  ask  for  its 
immediate  consideration. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  upon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that, 
the  House  resolve  itself  into  the  Commit¬ 
tee  of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill  (S. 
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3651)  to  make  equity  capital  and  long-term 
credit  more  readily  available  for  small- 
business  concerns,  and  for  other  purposes. 
After  general  debate,  which  shall  be  con¬ 
fined  to  the  bill  and  continue  not  to  exceed 
2  hours,  to  be  equally  divided  and  controlled 
by  the  chairman  and  ranking  minority  mem¬ 
ber  of  the  Committee  on  Banking  and  Cur¬ 
rency,  the  bill  shall  be  read  for  amendment 
under  the  5-minute  rule.  At  the  conclusion 
of  the  consideration  of  the  bill  for  amend¬ 
ment,  the  Committee  shall  rise  and  report 
the  bill  to  the  House  with  such  amendments 
as  may  have  been  adopted,  and  the  previous 
question  shall  be  considered  as  ordered  on 
the  bill  and  amendments  thereto  to  final 
passage  without  intervening  motion  except 
one  motion  to  recommit. 

(Mr.  MADDEN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.  ) 

Mr.  MADDEN.  Mr.  Speaker,  House 
Resolution  618  makes  in  order  the  con¬ 
sideration  of  S.  3651,  the  Small  Business 
Investment  Act  of  1958.  The  resolution 
provides  for  an  open  rule  and  2  hours  of 
general  debate  on  the  bill. 

At  the  present  time  the  business  loan 
program  of  the  Small  Business  Admin¬ 
istration  is  limited  to  providing  short¬ 
term  and  intermediate-term  credit  to 
small  businesses  when  such  loans  are  not 
available  from  private  financial  insti¬ 
tutions.  This  bill  establishes  a  Small 
Business  Investment  Division  within  the 
Small  Business  Administration.  The  Di¬ 
vision  is  authorized  to  charter  privately 
owned  small  business  investment  com¬ 
panies.  An  additional  $250  million  in 
appropriations  to  the  existing  revolving 
fund  of  the  Small  Business  Administra¬ 
tion  is  authorized  to  provide  the  financial 
assistance  to  help  meet  the  initial  cap¬ 
ital  requirements  of  these  new  invest¬ 
ment  companies,  as  well  as  for  the 
expansion  of  their  operations.  Certain 
requirements  must  be  met  by  these  com¬ 
panies  before  loans  can  be  made,  and 
these  requirements  are  spelled  out  in  the 
bill. 

These  small  business  investment  com¬ 
panies  would,  in  turn,  provide  equity- 
type  capital  to  small  business  concerns 
through  the  purchase  of  convertible  de¬ 
bentures.  The  manner  in  which  equity 
capital  is  to  be  furnished  is  set  out  in 
the  bill.  In  addition,  these  companies 
may  make  long-term  loans  under  cer¬ 
tain  conditions  for  20  years.  Such  loans 
may  be  extended  or  renewed  for  up  to 
10  more  years  if  necessary  to  aid  in  the 
orderly  liquidation  of  these  loans. 

The  bill  also  authorizes  the  SBA  to 
make  loans  to  State  and  local  develop¬ 
ment  companies  to  enable  them  to  more 
effectively  assist  small  businesses. 

The  Securities  and  Exchange  Commis¬ 
sion  is  authorized  to  exempt  securities 
which  are  issued  by  small  business  in¬ 
vestment  companies  from  the  regulatory 
provisions  contained  in  the  Securities 
Act  of  1933  and  the  Trust  Indenture  Act 
of  1939;  limited  exemption  from  the  In¬ 
vestment  Company  Act  of  1940  is  also 
included  in  the  bill  for  those  small  busi¬ 
ness  investment  companies  which  may 
be  subject  to  regulation  under  that  Act. 

It  is  hoped  that  the  provisions  of  this 
bill  will  stimulate  the  availability  of  cap¬ 
ital  funds  to  small  business  since  it  is 
apparent  that  small  business  firms  have 


a  real  need  for  long-term  and  equity 
type  financing. 

I  urge  the  adoption  of  House  Resolu¬ 
tion  618. 

Mr.  Speaker,  I  yield  30  minutes  to  the 
gentleman  from  Illinois  [Mr.  Allen] 
and  reserve  the  balance  of  my  time. 

Mr.  ALLEN  of  Illinois.  Mr.  Speaker, 
I  yield  such  time  as  he  may  require  to  the 
gentleman  from  Connecticut  [Mr.  Seely- 
BrownI. 

Mr.  SEELY-BROWN.  Mr.  Speaker,  I 
support  the  rule  and  I  support  the  legis¬ 
lation  made  in  order  by  this  rule. 

(Mr.  SEELY-BROWN  asked  and  was 
given  permission  to  extend  his  remarks 
at  this  point  in  the  Record.  ) 

Mr.  SEELY-BROWN.  Mr.  Speaker, 
I  rise  in  support  of  S.  3651,  as  amended 
by  the  House  Committee  on  Banking  and 
Currency. 

As  has  already  been  stated,  the  pri¬ 
mary  purpose  of  the  bill  we  are  con¬ 
sidering  today  is  to  make  equity-type 
capital  and  long-term  credit  more 
readily  available  for  small -business  con¬ 
cerns.  This  would  be  achieved  through 
encouraging  the  establishment  of  pri¬ 
vately  owned — and  I  emphasize  the  words 
“privately  owned” — small  business  in¬ 
vestment  companies. 

In  order  to  do  this  job,  the  proposed 
legislation  would  provide  financial  assist¬ 
ance  to  help  meet  the  initial  capital  re¬ 
quirements  of  these  new  investment 
companies  and  also  for  a  proper  expan¬ 
sion  of  their  operations.  These  new  in¬ 
vestment  companies  would  in  turn  make 
equity-type  loans  and  extend  long-term 
credit  to  the  small -business  concerns 
needing  this  type  of  help. 

Also  included  ih  the  bill  is  a  provision 
which  will  make  possible  Federal  assist¬ 
ance  to  State  and  local  development  cor¬ 
porations  in  order  to  enable  them  to  pro¬ 
vide  help  to  small  business. 

This  entire  program  would  be  carried 
out  through  a  new  Small  Business  In¬ 
vestment  Division  established  within  the 
Small  Business  Administration.  No  new 
agency  is  created.  In  order  to  carry  out 
the  provisions  of  this  legislation  a  re¬ 
volving  fund  of  $250  million  is  authorized. 

Since  this  program  is  an  entirely  new 
one  and  is  “on  trial,”  I  favor  very 
strongly  a  constant  review  by  the  Con¬ 
gress.  Not  only  will  this  program  be  re¬ 
viewed  by  the  Committee  on  Banking  and 
Currency,  but  since  its  funds  must  be 
obtained  through  annual  appropriations, 
it  will  also  be  reviewed  by  the  Committee 
on  Appropriations. 

This  program  does  not  compete  with 
those  presently  being  carried  forward 
by  our  conventional  financial  institu¬ 
tions.  In  my  opinion  it  gives  these  exist¬ 
ing  institutions  an  opportunity  to  pro¬ 
vide  even  greater  service  within  the 
proper  limits  of  our  free-enterprise  sys¬ 
tem.  Through  their  own  participation  in 
the  establishment  of  privately  owned 
small  business  investment  companies 
they  will  be  able  to  increase,  the  service 
they  are  presently  rendering  the  small- 
business  community. 

Mr.  ALLEN  of  Illinois.  Mr.  Speaker, 
I  know  of  no  opposition  to  the  rule.  It 
is  my  understanding  there  may  be  some 
amendments  offered.  At  this  time  I 
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yield  2  minutes  to  the  gentleman  from 
Indiana  [Mr.  HalleckI. 

Mr.  HALLECK.  Mr.  Speaker,  I  shall 
support  this  rule  and  I  shall  support  the 
bill.  However,  at  the  request  of  many  of 
my  friends  around  the  country  and  par¬ 
ticularly  at  the  request  of  the  American 
Bar  Association,  in  compliance  and  in 
line  with  the  resolution  of  the  American 
Bar  Association,  I  propose  at  the  proper 
time,  during  consideration  of  the  bill 
under  the  5-minute  rule,  to  offer  an 
amendment.  The  amendment  deals 
with  this  proposition.  This  bill  pro¬ 
vides  for  Federal  chartering  of  these 
profit  corporations  in  the  various  States 
for  a  period  of  3  years.  The  contention 
in  the  report  is  that  the  State  laws  are 
not  properly  devised  to  provide  for  the 
chartering  and  hence  we  need  this  3-year 
arrangement. 

The  American  Bar  Association  has 
made  a  careful  study  of  all  the  State 
statutes  and  can  establish  beyond  any 
question  of  a  doubt  that  all  of  the  States 
do  have  such  legislation  as  will  enable 
them  to  grant  these  charters.  So  I  can¬ 
not  for  the  life  of  me  see  why  we  should . 
set  up  an  additional  bureaucracy  here 
in  Washington  to  grant  the  charters, 
charters  of  the  very  same  sort  that  have 
been  granted  in  the  States  ever  since  the 
beginning  of  the  Republic. 

At  the  proper  time  under  the  general 
debate,  and  I  shall  not  delay  the  matter 
further  at  this  time,  I  will  discuss  the 
matter  further  and  read  a  memorandum 
given  to  me  by  the  American  Bar  Asso¬ 
ciation  and  its  representatives  and,  as  I 
say,  I  will  offer  an  amendment  at  the 
proper  time  to  strike  out  the  provision 
for  Federal  charter  for  the  3  years,  and 
have  this  function  carried  on  in  the 
States,  where  we  have  not  only  the  nec¬ 
essary  laws  but  all  of  the  personnel  al¬ 
ready  in  existence  trained  in  these  mat¬ 
ters  to  do  the  chartering  of  these  or¬ 
ganization  to  be  created. 

Mr.  MADDEN.  Mr.  Speaker,  I  yield  5 
minutes  to  the  gentleman  from  Texas 
[ivfr.  PatmanI. 

(Mr.  PATMAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks  and  include  extraneous  matter.) 

THE  SMALL  BUSINESS  INVESTMENT  ACT  OF  1958 

Mr.  PATMAN.  Mr.  Speaker,  the  ac¬ 
tion  which  the  House  takes  today  on  this 
Small  Business  Investment  Act  will  be 
one  of  the  most  important  actions  taken 
in  many  years.  This  bill,  if  enacted,  may 
well  mark  the  turning  point  for  small 
business  in  this  country.  I  earnestly 
hope  that  the  House  will  pass  the  bill 
without  adding  to  it  any  further  restric¬ 
tive  or  crippling  amendments. 

THE  PROBLEM  IS  WELL  KNOWN 

Now  as  to  the  problem  the  bill  is  in¬ 
tended  to  help  solve,  I  believe  this  is  well 
understood;  and  there  is  general  agree¬ 
ment  as  to  what  the  problem  is. 

We  have  a  capitalistic,  free-enterprise 
system  in  this  country  and  we  want  to 
keep  this  system.  One  of  the  reasons, 
however,  that  the  system  has  been  mov- 
ing  toward  monopoly  is  the  capital 
squeeze  on  small  business.  The  amount 
of  capital  required  to  organize  and  op¬ 
erate  an  efficient  small  firm  has  been  in- 
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creasing.  More  machinery,  more  equip¬ 
ment,  and  more  labor-saving  devices  of 
all  kinds  are  required.  At  the  same 
time,  however,  the  number  of  families  in 
the  local  communities  with  large 
amounts  of  personal  wealth  has  been 
shrinking. 

How,  then,  are  small  firms  to  obtain 
capital  funds  from  the  savings  of  large 
numbers  of  families  whom  the  small- 
business  man  does  not  know  on  a  personal 
basis?  How  are  the  savings  of  those 
families  who  would  like  to  invest  in  small 
firms  with  good  profit  prospects  to  find 
their  way  to  these  firms?  The  big  cor¬ 
porations  obtain  equity  capital  and  they 
obtain  long-term  debt  capital  from  the 
centralized  stock  and  bond  markets. 
Where  is  the  machinery  whereby  small 
firms  might  have  access  to  equity  capital 
and  to  long-term  debt  capital?  There 
is  none.  On  this  there  is  agreement.  As 
the  representative  of  the  American 
Bankers  Association  told  our  Small  Busi¬ 
ness  Committee: 

The  banks,  as  this  committee  knows,  are 
not  set  up,  they  are  not  capitalized,  they 
are  not  organized  for  the  purpose  of  provid¬ 
ing  equity  capital,  and  they  are  certainly  not 
organized  for  the  purpose  of  providing  long¬ 
term  loans. 

This  about  sums  up  the  problem. 

THERE  IS  AGREEMENT  ON  PRINCIPLES  FOR  THE 
SOLUTION 

Now  as  to  the  solution  of  the  problem. 
There  have  been  varying  proposals,  but 
almost  everybody  concerned  with  the 
problem  has  been  in  agreement  on  cer¬ 
tain  principles  which  are  these: 

First.  It  is  entirely  appropriate  for  the 
Federal  Government  to  take  action  to 
assist  private  enterprise  in  finding  a  so¬ 
lution  to  its  problem,  particularly  since 
in  this  case  the  problem  affects  the  wel¬ 
fare  of  all  of  our  people. 

Second.  In  taking  this  action,  we 
should  have  two  goals  for  the  system 
which  we  would  help  to  set  up.  First, 
the  individual  investment  decisions 
should  be  made  not  by  a  bureau  in 
Washington,  but  by  local  businessmen 
who  will  be  backing  their  decisions  with 
substantial  amounts  of  their  own  money. 

The  second  goal  of  the  system  is  that 
it  should  provide  for  private  capital  to 
come  in  and  take  over  complete  owner¬ 
ship  and  operation  of  the  system,  so 
that  there  will  be  no  need  for  the  Gov¬ 
ernment  to  remain  in  these  operations 
and  the  Government  will  be  retired  from 
any  part  in  these  operations. 

A  number  of  specific  proposals  to  meet 
these  goals  has  been  considered.  One 
proposal  which  was  earlier  given  pri¬ 
mary  consideration  is  found  in  the 
small  business  capital  bank  bill,  which 
was  introduced  by  the  Democratic  mem¬ 
bers  of  the  House  Small  Business  Com¬ 
mittee,  Representatives  Evins,  Multer, 
Yates,  Steed,  Roosevelt,  Brown  of  Mis¬ 
souri,  and  myself. 

After  these  bills  were  introduced  in 
the  House,  the  distinguished  majority 
leader  of  the  Senate,  the  Honorable 
Lyndon  B.  Johnson,  introduced  it  in  the 
Senate,  and  immediately  set  to  work  to 
try  to  obtain  agreement  on  that  bill. 
The  upshot  was  that  wide  agreement 
could  not  be  obtained,  and  I  have  reason 


to  believe  that  the  administration  ex¬ 
pressed  a  strong  opposition  to  the  bill. 

As  a  consequence,  Senator  Johnson  of 
Texas  then  had  worked  out  and  intro-' 
duced  the  bill  which  is  before  us  now — 
the  Small  Business  Investment  bill.  I 
introduced  the  bill  in  the  House,  be¬ 
lieving  strongly  that  it  is  the  best  bill  on 
which  wide  agreement  could  be  obtained. 
The  bill  does  not  contain  many  of  the 
provisions  which,I  would  like  to  see  in  it. 
Principally,  it  does  not  contain  provi¬ 
sions  for  setting  up  a  regional  capital 
bank  system  which  I  believe  is  needed  to 
assure  a  continuing  program  and  one 
which  will  be  fully  attractive  to  private 
capital.  It  is,  however,  a  good  bill;  it 
takes  a  giant  step  in  the  right  direction, 
and  in  the  Senate  it  has  already  received 
wide  agreement.  For  the  success  with 
which  the  bill  has  met  so  far,  the  country 
is  deeply  indebted  to  the  highly-skilled 
and  devoted  efforts  of  Senator  Lyndon 
Johnson,  to  the  chairman  of  the  Small 
Business  Subcommittee  of  the  Senate 
Committee  on  Banking  and  Currency, 
Senator  Clark,  to  the  many  years  of 
skilled  and  devoted  preparatory  work 
which  has  been  done  by  Senator  Spark¬ 
man  and  other  members  of  the  Senate 
Small  Business  Committee,  as  well  as  to 
the  very  able  and  devoted  staffs  of  the 
Senate  Banking  and  Small  Business 
Committees. 

THE  BILL  SHOULD  BE  ACCEPTED  WITHOUT  SUB¬ 
STANTIVE  AMENDMENTS 

As  I  indicated  on  Tuesday  of  last  week, 
I  will  offer  a  few  amendments  to  the  bill 
which  I  will  discuss  later.  These  are; 
however,  merely  conforming  amend¬ 
ments.  They  will  do  nothing  more  than 
to  give  permanent  authority  to  the  pro¬ 
gram  set  out  in  this  bill,  in  order  to  con¬ 
form  the  bill  in  this  respect  with  the 
change  which  has  been  made  and  ac¬ 
cepted  in  the  Small  Business  Adminis¬ 
tration  bill,  since  this  bill  was  passed  by 
the  Senate.  The  Small  Business  Ad¬ 
ministration  will  now  have  a  continuing 
life  until  suph  time  as  Congress  sees  fit 
to  terminate  its  authority;  and  so,  too, 
the  conforming  amendments  I  will  offer 
will  put  this  bill  on  the  same  basis. 

I  hope  that  the  Members  will  not  in¬ 
sist  ony  any  substantive  changes  in  the 
bill,  at  least  in  any  change  which  would 
further  restrict  the  assistance  to  small 
business  which  is  now  contained”  in  the 
bill.  The  House  Committee  on  Banking 
and  Currency  has  already  adopted  10 
amendments  to  the  bill.  On  the  whole 
these  are  restrictive  amendments  which 
tend  to  cut  back  or  handicap  use  of  the 
authority  provided  in  the  Senate  bill. 

Now  as  to  what  the  bill  does. 

It  authorizes  an  appropriation  of  $250 
million  to  the  Small  Business  Adminis¬ 
tration  which  will  be  used  to  aid  in  a 
new  type  of  small-business  financing.  It 
is  intended  that  small  firms  will  be  able 
to  obtain  through  this  program  both 
equity  capital  and  long-term  loans, 
loans  for  periods  of  up  to  20  years. 

HOW  INVESTMENT  COMPANIES  WILL  BE 
FINANCED 

The  bill  authorizes  the  formation  of 
local  small-business  investment  compa¬ 
nies.  These  companies  will  be  formed 


voluntarily,  and  they  may  be  formed  by 
as  few  as  10  local  businessmen.  If  the 
SBA  sees  fit  to  charter  such  a  company, 
the  company  is  in  business. 

To  begin  operations,  however,  a  small- 
business  investment  company  must  have 
at  least  $300,000  of  capital.  Of  this 
amount  it  may  botain  half,  or  $150,000, 
from  the  Small  Business  Administra¬ 
tion.  In  putting  up  this  $150,000,  the 
SBA  will  take  from  the  investment  com¬ 
pany  subordinated  debentures.  By  sub¬ 
ordinated  debentures  it  is  meant  that 
these  will  not  have  the  first  priority 
claim  on  the  assets  of  the  investment 
company.  They  will  stand  much  in  the 
position  of  preferred  stock  in  case  of 
liquidation  of  an  investment  company. 

The  local  company  may  then  obtain 
additional  risk  capital  from  private 
sources,  and  it  may  obtain  additional 
loans  from  private  sources.  In  addition, 
it  may  obtain  additional  loans  from  the 
SBA  on  terms  and  conditions  that  are 
satisfactory  to  the  SBA,  but  with  one 
restriction  which  is  set  out  in  the  bill. 
The  restriction  is  that  the  SBA  cannot 
lend  to  an  investment  company  an 
-amount  which  is  greater  than  50  percent 
of  the  capital  of  the  investment  company. 
So  much  for  the  way  in  which  the  invest¬ 
ment  company  will  obtain  its  funds. 

INVESTMENT  COMPANIES  MAY  INVEST  IN  OR 
MAKE  LOANS  TO  SMALL  CONCERNS 

Now  as  to  how  the  small-business  in¬ 
vestment  company  may  make  capital 
available  to  small  firms. 

It  may  do  this  in  either  of  two  ways. 
The  investment  company  may  make 
loans  on  convertible  debentures  of  the 
small-business  firm.  This,  however, 
gives  an  option  to  the  small-business  in¬ 
vestment  company  of  converting  these 
debentures  to  stock  in  the  companies  at 
a  later  time,  if  it  should  care  to  do  so. 
A  second  authority  which  the  investment 
company  has  is  to  make  outright  loans 
to  a  small-business  firm  for  a  period 
running  up  to  20  years.  It  may  make 
equity  capital  available  to  a  small-busi¬ 
ness  firm,  in  which  case  it  will  take  in 
exchange  for  its  capital,  convertible  de¬ 
bentures.  These  debentures  will  give  the 
investment  company  the  option  of  ex¬ 
changing  for  common  stock  of  the  small- 
business  firm  at  a  later  time,  if  the  in¬ 
vestment  company  cares  to  do  sd.  In 
case  an  exchange  is  made,  it  will  be  made 
at  a  fair  value  of  the  stock  determined 
at  the  time  the  convertible  debenture  is 
accepted. 

In  addition,  the  investment  company 
may  make  loans  to  the  small-business 
company  which  are  so  soundly  secured 
as  reasonably  to  assure  repayment. 
Such  loans  may  be  made  either  by  the 
investment  company  alone,  or  by  the  in¬ 
vestment  company  in  participation  with 
private  lenders. 

Now  there  is  a  limitation  as  to  the 
amount  of  capital  which  the  investment 
company/ can  put  into  any  one  small- 
business  firm.  Counting  both  the  equity 
capital  and  the  loan  capital,  if  any,  the 
investment  company  may  not  lend  to 
any  individual  firm  more  than  20  percent 
of  its  total  capital.  In  the  case  of  loans, 
SBA  will  determine  the  interest  rate. 
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So  much  for  the  methods  of  financing 
through  local  investment  companies. 

SBA  MAY  LEND  TO  STATE  DEVELOPMENT 
COMPANIES 

Under  the  authority  contained  in  this 
hill,  the  SBA  may  also  make  loans  to 
State-chartered  development  companies. 
The  bill  contains  two  authorities  for  this. 

First,  the  SBA  may  make  a  loan  to  a 
State-chartered  development  company, 
for  the  general  purposes  of  this  act,  pro¬ 
vided  only  that  it  may  lend  the  State 
development  company  no  more  than  the 
company  has  borrowed  from  other 
sources. 

In  addition,  the  SBA  may  make  other 
loans  to  both  State  and  local  develop¬ 
ment  companies  where  the  funds  are  to 
be  re-lent  to  specific  small-business 
firms,  but  such  lending  can  be  only  for 
the  purpose  of  plant  construction,  con¬ 
version,  or  expansion.  The  limitation  on 
the  amount  of  these  loans  is  that  the 
SBA  may  lend  no  more  than  $250,000 
for  each  identifiable  small-business  firm 
involved  in  the  project. 

Interest  rates  on  loans  to  State  devel¬ 
opment  companies  will  be  determined  by 
the  SBA  Administrator. 

Let  us  now  look  at  this  bill  as  a  whole 
and  try  to  appraise  it.  What  kind  of 
program  does  it  provide?  Does  it  pro¬ 
vide  for  a  vast  outpouring  of  Federal 
funds  to  small  business?  Does  it  create 
a  subsidy  for  small  firms  which  will 
bring  about  an  unfair  situation  for  their 
big-business  competitors?  Let  us  con¬ 
sider  the  size  of  the  program  first,  as 
compared  to  the  need. 

FEDERAL  FUNDS  SMALL  COMPARED  TO  THE  NEED 

According  to  authoritative  estimates, 
such  as  those  made,  by  the  Department 
of  Commerce,  business  investment  even 
in  this  recession  year  of  1958  will  be  in 
the  neighborhood  of  $30  billion.  This 
means  that  about  $30  billion  will  be 
spent  on  new  plants,  new  retail  outlets, 
new  business  equipment  of  all  kinds  to 
expand  or  modernize  physical  equipment. 

The  question  of  who  will  make  this 
tremendous  investment  is  one  of  utmost 
importance  to  our  free-enterprise  sys¬ 
tem  and  to  the  welfare  of  the  whole  Na¬ 
tion.  Will  this  expansion  and  modern¬ 
ization  of  business  equipment  be  made 
almost  exclusively  by  the  big  corpora¬ 
tions,  as  has  been  the  case  in  previous 
years?  Or  will  small  firms  participate  in 
better  proportion  than  in  the  past? 

The  bill  provides  $250  million  of  Fed¬ 
eral  funds  for  the  entire  small-business 
program.  This  would  be  only  a  drop  in 
the  ocean  even  if  the  full  $250  million 
were  to  be  lent  or  invested  in  a  single 
year.  In  other  words,  if  the  program 
provided  not  $250  million  for  all  time, 
but  $250  million  a  year,  each  year,  these 
Federal  funds  would  amount  to  less  than 
1  percent  of  the  amount  of  new  business 
investment  being  made  each  year. 

FEDERAL  FUNDS  SMALL  COMPARED  TO  SUBSIDIES 
TO  BIG  BUSINESS 

Now  how  does  this  tiny  amount  of 
Federal  funds  compare  with  the  Federal 
subsidies  going  to  big  business?  Let  me 
take  just  one  example  which  is  diffectly 
related  to  new  investment  in  business 
equipment. 


Since  the  beginning  of  the  Korean 
hostilities,  the  Office  of  Defense  Mobil¬ 
ization  has  given  out  some  $28  billion 
in  tax  amortization  certificates  to  busi¬ 
ness  firms.  This  has  been  almost  ex¬ 
clusively  a  big-business  program  and  a 
big-business  subsidy.  The  sketchy  re¬ 
ports  which  have  been  made  on  this  pro¬ 
gram  in  the  past  have  indicated  that 
big  business  received  more  than  the 
lion’s  share  of  these  tax  amortization 
certificates.  What  are  these  certifi¬ 
cates? 

The  general  agreement  is  that  these 
certificates  are  in  effect  long-term  loans, 
and  not  only  that,  they  are  interest-free 
loans.  The  business  firm  receiving  one 
of  these  certificates  pays  for  new,  mod¬ 
ernized,  or  expanded  business  equip¬ 
ment  out  of  taxes,  usually  within  a  pe¬ 
riod  of  5  years.  For  example,  a 
hydroelectric  dam  which  would  be  good 
for  50  or  100  years  can  be  written  off  out 
of  taxes  in  5  years.  But  the  certificate 
is  not  an  outright  gift.  Writing  off  a 
new  plant  in  5  years,  instead  of  the 
normal  25  or  30  years,  simply  means 
that  the  company  pays  back  what  are 
in  effect  borrowed  funds  in  future  tax 
years.  So  this  $28  billion  of  tax  amor¬ 
tization  certificates  has  amounted  to  $28 
billion  of  loans  to  business — and  mostly 
to  big  business — on  an  interest-free 
basis  for  about  25  to  30  years.  Certainly, 
we  are  providing  nothing  in  this  pro¬ 
gram  for  small  business  which  is  nearly 
as  generous;  and  the  program  which  is 
provided  will  not  begin  to  offset,  or  even 
up  the  Federal  subsidies  which  have 
gone  into  big-business  investment 
through  this  tax  program  alone. 

LESS  THAN  THE  ANNUAL  INTEREST  ON  INTEREST- 
FREE  LOANS  TO  BIG  BUSINESS 

I  might  add  that  while  the  tax  amor¬ 
tization  program  was  enacted  on  the 
theory  of  building  up  productive 
strength  for  defense  purposes,  in  reality 
almost  every  conceivable  kind  of  busi¬ 
ness  has  been  eligible  for  these  certifi¬ 
cates  and  has  received  these  certificates. 
About  the  only  kinds  of  businesses  which 
have  not  been  considered  as  adding  to 
our  economic  strength  for  defense  pur¬ 
poses  are  entertainment,  finance,  in¬ 
surance  and  real  estate  businesses. 

How  does~  the  cost  of  this  small-busi¬ 
ness  bill  compare  with  the  tax  amortiza¬ 
tion  certificates  of  the  past  8  years? 
We  might  compare  it  this  way:  If  the 
companies  that  have  received  these  cer¬ 
tificates  were  paying  interest  on  their 
interest-free  loans  from  the  Govern¬ 
ment  at  a  reasonable  rate,  those  inter¬ 
est  payments  would  amount  rto  several 
times  $250  million  each  and  every  year. 
In  other  words,  if  these  companies  were 
paying  3  percent  interest,  this  would 
amount  to  $840  million  a  year.  So,  the 
whole  $250  million  of  Federal  funds  in 
this  bill  is  less  than  1  percent  of  the 
annual  interest  on  the  $28  billion  of  tax 
certificates  that  have  been  handed  out, 
mostly  to  big  business. 

The  $250  million  in  this  bill  is  not,  of 
course,  to  be  made  available  in  1  year. 
It  is  the  amount  authorized  to  be  made 
available  for  many  years  to  come.  And 
actually  none  -of  this  money  is  being 
made  available  by  this  bill.  The  bill  as 
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it  has  been  amended  by  the  House  com¬ 
mittee  only  authorizes  this  amount  of 
money  to  be  appropriated.  So,  after  we 
pass  this  bill,  there  is  still  a  question 
whether  any  money  will  be  appropriated 
for  the  program,  and  if  so,  when  and 
how  much. 

BIG  BUSINESS  RAISES  "COSTLESS  CAPITAL”  BY 
TAKING  IT  FROM  THE  PUBLIC 

Big  business  receives  many  other 
kinds  of  subsidies  which  help  it  to  raise 
capital.  Probably  the  greatest  and  most 
direct  subsidy  of  all  comes  about  from 
the  fact  that  most  of  the  big  corpora¬ 
tions  are  so  insulated  from  competition 
that  they  can  raise  all,  or  almost  all,  of 
the  capital  they  want  for  expansion, 
taking  it  away  from  the  public  in  the 
prices  they  charge  for  their  products  and 
services. 

For  example,  how  many  times  have 
we  seeh  announcements  from  the  steel 
industry  over  the  past  5  years  that  the 
steel  companies  were  raising  prices  be¬ 
cause  they  needed  money  to  expand  pro¬ 
ductive  capacity?  How  many  times 
have  we  seen  the  big  auto  manufacturers 
build  new  plants  out  of  funds  which 
they  have  taken  away  from  the  public? 
The  truth  is  that  the  big  auto  companies 
really  do  not  need  to  go  into  the  capital 
markets  to  get  expansion  funds.  They 
simply  add  $50  or  $100  onto  the  price  of 
their  automobiles  to  raise  these  funds 
which  are  over  and  above  the  amount  of 
the  profits  they  take  in  order  to  pay  the 
stockholders  handsome  dividends. 

In  other  words,  by  allowing  the  mo¬ 
nopolistic  corporations,  the  so-called 
administered-price  corporations,  prac¬ 
tical  exemptions  from  both  the  moral 
laws  and  the  statutes  against  monopoly, 
the  Federal  Government  is,  in  effect,  giv¬ 
ing  these  corporations  the  power  to  tax 
the  public  to  raise  whatever  funds  they 
wish  to  have  for  expansion -and  for  other 
purposes.  This  is  a  subsidy  for  which 
the  public  pays  and  a  subsidy  which 
benefits  only  the  existing  stockholders 
and  the  corporate  managements.  Ac¬ 
cording  to  the  traditional  principles  of 
the  capitalistic  system,  the  corporation 
that  wants  to  expand  should  go  to  the 
market  for  new  capital  and  sell  stock  to 
those  who  want  to  invest  in  the  new 
venture.  But  what  the  big  corporations 
are  doing  is  forcing  consumers  to  make 
involuntary  investments  in  the  corpora¬ 
tions  and  giving  consumers  no  rights  or 
returns  for  their  investment. 

TAX  STRUCTURE  SUBSIDIZES  BIG  BUSINESS 
INVESTMENT 

Add  to  this  the  peculiarities  of  our  tax 
system  which  practically  force  feed  in¬ 
vestment  funds  into  the  big  corporations 
and  we  have  a  complex  of  Federal  poli¬ 
cies  which  is  bound  to  channel  invest¬ 
ment  funds  into  the  big,  already- 
established  corporations.  And  as  avail¬ 
able  investments  funds  are  channeled 
into  expansions  of  monopoly  power, 
these  funds  are  necessarily  channeled 
away  from  new  firms  and  away  from 
firms  that  are  insufficiently  capitalized. 
What  big-  stockholders  would  want  to 
draw  all  of  his  share  of  the  annual 
profits  out  of  the  corporation,  knowing 
that  he  is  going  to  reinvest  a  portion  of 


No.  124 - 2 


CONGRESSIONAL  RECORD  —  HOUSE 


13396 


July  23 


those  profits?  Why  would  any  stock¬ 
holder  of  sound  mind  want  this  and  pay 
the  individual  income  tax  on  income 
which  is  going  to  be  reinvested  anyway? 
Why  not  leave  the  income  with  the  cor¬ 
poration  to  invest  and  avoid  the  income 
tax? 

So,  our  tax  structure  provides  still 
another  subsidy.  The  big  corporations 
not  only  have  what  is  in  effect  the  power 
to  tax  the  public,  they  also  have  the 
power  to  relieve  their  stockholders  from 
taxes  on  what  they  take  away  from  the 
public. 

Considering  this  Small  Business  In¬ 
vestment  Act  realistically  then,  it  is  an 
extremely  modest  program.  It  is  a  good 
program.  It  is  necessarily  experimental 
in  many  of  its  features  and  after  it  has 
been  tested  by  practical  experience, 
amendments  to  the  program  will  no 
doubt  prove  to  be  needed.  We  cannot 
hope  to  write  a  perfect  bill,  a  bill  that 
will  anticipate  all  of  the  problems  likely 
to  arise.  But  certainly  this  bill  is  no 
off-hand  matter.  A  great  deal  of  intense 
and  careful  work  has  gone  into  it.  I 
hope  the  House  will  accept  it.  If  the 
SBA  makes  a  devoted  and  vigorous  use 
of  the  authority  which  the  bill  provides, 
it  will  be  a  great  forward  step  for  small 
business.  In  this,  SBA  will  have  an  ex¬ 
tremely  grave  responsibility.  If  that 
agency  fails  to  use  promptly  and  vigor¬ 
ously  the  authority  provided  in  the  bill, 
if  it  fails  to  encourage  local  investment 
companies  to  form  and  to  pursue  the 
objectives  of  this  bill,  it  will  in  the  mat¬ 
ter  of  a  year  or  so  kill  off  this  program, 
kill  off  the  small-business  financing  idea, 
and  kill  off  the  hope  of  maintaining 
small  firms  in  our  business  system. 

ESSENTIAL  TAX  PROVISIONS  ARE  YET  TO  COME 

Now,  there  are  certain  tax  provisions 
yet  to  come  which  are  essential  to  the 
success  of  this  program.  These  are  pro¬ 
visions  to  fit  the  new  investment  com¬ 
panies  which  are  to  be  formed  under 
this  bill  into  the  tax  structure. 

As  the  bill  was  originally  introduced 
in  the  Senate  and  in  the  House,  it  con¬ 
tained  provisions  to  amend  the  Internal 
Revenue  Code  with  respect  to  these  new 
investment  companies  in  two  respects: 

First,  with  reference  to  the  investment 
company’s  position  under  the  corporate 
income  tax:  There  is  a  provision  which 
would  make  100  percent  exempt  from 
this  tax  the  dividends  which  the  invest¬ 
ment  company  might  receive  on  any 
stocks  it  may  hold  in  small  business 
firms.  The  normal  exemption  for  cor¬ 
porations  is  85  percent. 

Second,  with  reference  to  the  Federal 
income  tax  on  individuals:  There  is  a 
provision  which  would  allow  the  indi¬ 
vidual  who  invests  in  the  stocks  of  one 
of  the  local  investment  companies  and 
suffers  a  loss  on  that  stock,  to  treat  this 
as  an  ordinary  loss,  rather  than  as  a 
capital  loss.  And  this  would  also  allow 
the  small  business  investment  company 
to  treat  such  losses  as  ordinary  losses. 
In  other  words,  this  would  extend  to  the 
small  business  investment  companies, 
and  to  individuals  investing  in  these 
companies  the  same  kind  of  privilege 
which  the  1954  Revenue  Code  gave  to 
banks  and  trust  companies  with  ref¬ 


erence  to  their  losses  on  investments  in 
bonds. 

Since  the  Senate  acted  on  the  bill 
before  the  House  had  acted,  these  two 
tax  provisions  were  removed  from  the 
Senate  bill  for  the  reason  the  provi¬ 
sions  are  technically  revenue  measures, 
and  such  measures  cannot  constitution¬ 
ally  originate  in  the  Senate.  It  is  the 
Senate  bill,  with  amendments,  which  is 
before  the  House  today.  It  is  our  un¬ 
derstanding,  however,  that  the  tax  pro¬ 
visions  have  been  incorporated  in  an¬ 
other  bill,  H.  R.  8381,  the  Technical 
Amendments  Act  of  1957,  and  that  an 
agreement  has  been  reached  with  the 
Ways  and  Means  Committee  and  the 
Senate  Finance  Committee  that  both 
the  House  and  the  Senate  will  be  given 
an  opportunity  to  vote  on  these  provi¬ 
sions.  This  understanding  is  set  out  in 
the  report  submitted  by  our  distin¬ 
guished  chairman  of  the  House  Com¬ 
mittee  on  Banking  and  Currency  to 
accompany  the  bill  we  are  discussing 
today — House  Report  No.  2060,  85th 
Congress,  2d  session,  to  accompany  S. 
3651,  page  10.  We  trust  that  will  be 
the  case,  because,  as  I  have  indicated, 
we  feel  that  these  amendments  to  the 
Revenue  Code  are  essential  to  the  suc¬ 
cess  of  this  small-business  financing 
program. 

We  have  reason  to  be  confident,  fur¬ 
thermore,  that  the  House  will  pass  these 
provisions,  if  given  a  chance  to  vote  on 
them.  The  action  of  the  House  on 
Monday  in  passing  the  Small  Business 
Tax  Revision  Act  of  1958  illustrates  the 
basis  of  such  confidence.  ..The  Small 
Business  Tax  Revision  Act,  while  it  pro¬ 
vides  only  technical  amendments  and 
not  a  general  tax  reduction  for  small 
business,  these  technical  amendments 
nevertheless  provide  substantial  benefits 
for  small  firms.  It  is  extremely  heart¬ 
ening  that  the  House  passed  that  bill 
by  a  suspension  of  the  rules  requiring 
a  two-thirds  vote,  and  it  passed  the  bill 
almost  unanimously.  This  action  has 
demonstrated  that  this  Congress  is 
aware  and  deeply  concerned  about  the 
problems  that  are  working  against  small 
business  and  wants  to  pass  sound  meas¬ 
ures  to  correct  these  problems. 

EXCERPTS  FROM  REPORT  OF  THE  HOUSE  SMALL 
BUSINESS  COMMITTEE 

Before  taking  up  the  conforming 
amendments  which  I  will  offer,  I  would 
like  to  insert  at  this  point  in  the  Record 
the  introduction,  the  conclusions,  and 
the  recommendations  from  our  Small 
Business  Committee’s  report  on  this 
small-business  financing  legislation — 
from  House  Report  No.  1889,”  85th  Con¬ 
gress,  2d  session — and  also  two  letters 
from  a  small-business  man  which  are 
complimentary  to  our  committee’s  re¬ 
port. 

Furthermore,  I  commend  to  all  the 
Members  a  reading  of  our  Small  Busi¬ 
ness  Committee’s  entire  report.  The 
members  of  the  Small  Business  Com¬ 
mittee  have,  in  my  opinion,  done  a  land¬ 
mark  job  in  their  investigation,  hear¬ 
ings,  and  report  on  this  legislation. 
The  members  of  the  Small  Business 
Committee,  of  which  I  am  highly  hon¬ 
ored  to  be  chairman,  are  as  follows: 


Hon.  Joe  L.  Evins,  Democrat,  Tennes¬ 
see;  Hon.  Abraham  J.  Multer,  Democrat, 
New  York;  Hon.  Sidney  R.  Yates,  Demo¬ 
crat,  Illinois;  Hon.  Tom  Steed,  Demo¬ 
crat,  Oklahoma;  Hon.  James  Roose¬ 
velt,  Democrat,  California;  Hon. 
Charles  H.  Brown,  Democrat,  Missouri; 
Hon.  William  S.  Hill,  Republican, 
Colorado;  Hon.  R.  Walter  Riehlman, 
Republican,  New  York;  Hon.  Horace 
Seely-Brown,  Jr.,  Republican,  Con¬ 
necticut;  Hon.  William  M.  McCulloch, 
Republican,  Ohio;  Hon.  Timothy  P. 
Sheehan,  Republican,  Illinois;  Hon. 
Arch  A.  Moore,  Jr.,  Republican,  West 
Virginia. 

Problems  of  Small-Business  Financing 

1.  INTRODUCTION 

The  Select  Committee  on  Small  Business 
was  reestablished  in  the  85th  Congress  by 
the  House  of  Representatives  on  Janu¬ 
ary  31,  1957  (H.  Res.  56).  By  this  resolu¬ 
tion  the  committee  was  authorized  to  con¬ 
duct  studies  and  investigations  of  the  prob¬ 
lems  of  all  types^of  small  business. 

One  of  the  problems  presented  to  the  com¬ 
mittee  by  representatives  of  small  business 
said  to  be  of  vital  importance  are  the  diffi¬ 
culties  faced  in  securing  adequate  capital. 
It  was  alleged  that  small  business  cannot 
survive  and  grow  unless  it  can  find  the  capi¬ 
tal  needed  for  use  in  day-to-day  operations, 
research,  and  development,  modernization, 
and  expansion.  The  representatives  of  the 
Smaller  Business  Association  of  New  Eng¬ 
land,  Inc.,  a  voluntary  nonprofit  association 
of  small -business  men,  were  among  the  first 
to  present  their  views  of  this  problem  to  the 
committee.  Their  presentation  was  well 
organized  and  effectively  placed  before  the 
committee  in  a  visual  demonstration  pre¬ 
pared  by  Technifax,  Inc.  The  presentation 
was  repeated  near  the  beginning  of  each  of 
the  sessions  of  the  84th  Congress  and  during 
each  of  the  sessions  of  the  85th  Congress. 

Previously  a  number  of  studies  had  been 
made  of  small-business  financing  in  the 
United  States.  One  was  made  by  the  United 
States  Department  of  Commerce  in  1935. 
Others  werfe  made  by  Dun  &  Bradstreet, 
the  Committee  for  Economic  Development, 
the  Subcommittee  on  Investment  of  the 
Joint  Committee  on  the  Economic  Report 
in  1949,  by  the  Federal  Reserve  Board  in 
1952  and  again  in  1955,  and  by  the- Depart¬ 
ment  of  Commerce  in  1955.  Almost  without 
exception  the  conclusion  was  reached  that 
under  the  existing  setup  of  our  economic 
structure  that  steps  should  be  taken  to 
assist  in  preserving — "an  open  door  for  in¬ 
vestment  in  little  and  local  businesses  in 
terms  of  ownership  as  well  as  in  terms  of 
debt.” 

On  May  5,  1950,  the  President  of  the 
United  States  presented  to  the  Congress  a 
message  regarding  the  problems  of  small- 
business  financing  (see  H.  Doc.  584,  81st 
Cong.,  2d  sess.).  In  that  message  the  con¬ 
clusion  was  reached  that  financial  institu¬ 
tions  are  not  meeting  the  expansion  needs 
of  small  business.  It  concluded  with  the 
words:  "This  gap  should  be  filled.  *  *  *  I, 
therefore,  urge  the  enactment  of  legisla¬ 
tion  *  * 

When  the  House  Small  Business  Commit¬ 
tee  adopted  its  program  of  study  and  in¬ 
vestigation  of  the  problems  of  small  business 
on  March  12,  1957,  it  included  as  one  of  its 
principal  projects  a  study  of  the  problems 
of  small-business  financing.  Soon  there¬ 
after  the  chairman  of  the  committee  sought 
up-to-date  factual  information  on  the  sub¬ 
ject  from  the  Board  of  Governors  of  the 
Federal  Reserve  System.  The  following  ex¬ 
change  of  correspondence  took  place: 


1958 
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Board  of  Governors  of  the 
Federal  Reserve  System, 

Office  of  the  Chairman, 
Washington,  D.  C.,  May  10,  1957. 
Hon.  Wright  Patman, 

House  of  Representatives, 

Washington,  D.  C. 

Dear  Mr.  Patman:  This  is  in  reply  to  your 
letter  of  April  30  expressing  interest  in  cer¬ 
tain  data  relative  to  small-business  financing 
along  the  line  of  material  included  in  the 
Board’s  survey  of  bank  loans  to  business  as 
of  October  1955. 

There  is  a  very  real  need  for  solid  in¬ 
formation  on  the  financial  position  and  prob¬ 
lems  of  small  business  that  goes  far  beyond 
the  type  of  data  obtainable  by  surveying 
bank  loans.  That  need  is  for  the  best  and 
most  comprehensive  factual  and  analytical 
material  it  is  possible  to  develop  on  this 
matter  of  wide  and  vital  interest. 

This  is  a  question  with  which  the  Board 
has  been  concerned  for  some  time.  However, 
it  is  not  a  matter  of  concern  to  the  Board 
alone,  nor  one  exclusively  in  the  Board’s 
domain.  The  matter  is  of  equal  concern  to  a 
number  of  committees  ©f  the  Congress  and 
several  departments  and  agencies  of  the  exe¬ 
cutive  branch. 

The  problems  of  small  business,  in  respect 
to  credit  and  capital  and  related  matters, 
have,  for  example,  drawn  the  attention  for 
some  years  of  the  Small  Business  and  the 
Banking  and  Currency  Committees  of  the 
House  and  Senate,  the  Joint  Economic  Com¬ 
mittee,  the  Council  ofiEconomic  Advisers,  the 
Commerce  and  Treasury  Departments,  the 
Small  Business  Administration,  the  Federal 
Trade  Commission,  the  Securities  and  Ex¬ 
change  Commission,  and  others.  Also,  the 
subject  will  doubtless  be  of  interest  in  con¬ 
nection  with  the  study  of  financial  matters 
that  the  Senate  Finance  Committee  is  plan¬ 
ning  at  this  time. 

If  the  true  needs  for  information  relative 
to  the  financing  problems  of  small  business 
are  to  be  met,  it  would  appear  to  us  highly 
desirable  that  an  effort  be  made  on  the  part 
of  all  these  groups  to  formulate  means  of 
arriving  at  material  that  will  at  once  be  com¬ 
prehensive  and  broad  enough  to  cover  the 
informational  requirements  of  these  groups 
-  and  be  of  a  scope  and  quality  satisfactory  to 
all.  The  Board  would  cooperate  to  the  full 
in  efforts  to  formulate  and  carry  out  such 
a  study.  The  Board  recognizes  that  such  an 
undertaking  would  involve  a  considerable  ex¬ 
penditure  of  time  and  money.  To  be  worth¬ 
while,  such  an  undertaking  would  have  to 
be  comparable  in  breadth  of  coverage  to  the 
study  of  consumer  installment  credit  under¬ 
taken  by  the  Board  at  the  request  of  the 
President.  As  you  know,  this  study  required 
about  12  months’  intensive  efforts  of  part 
of  the  Board’s  comparatively  small  staff,  plus 
the  use  of  several  outside  survey  and  re¬ 
search  organizations.  As  you  further  know, 
that  study  entailed  direct  costs  approximat¬ 
ing  $380,000. 

The  necessity  for  such  a  comprehensive 
undertaking  has  been  highlighted  by  efforts 
in  the  past,  both  on  our  part  and  on  the 
part  of  others,  to  obtain  certain  limited  in¬ 
formation  by  means  readily  at  hand.  Re¬ 
cently,  for  example,  we  developed  what  we 
believed  to  be  -revealing  data  on  the  trends 
in  bank  lending  to  businesses  of  various  sizes 
from  a  quarterly  survey  on  interest  rates 
charged  by  banks  on  business  loans.  The  in¬ 
formation  has  been  given  to  members  of  your 
staff.  This  material,  while  informative  as 
far  as  it  goes,  is  not  sufficient  to  meet  the 
basic  needs  which  you,  as  well  as  we,  have  in 
mind. 

The  same  inadequacy  is  true,  unfortu¬ 
nately,  for  the  type  of  information  obtain¬ 
able  in  a  bank-loan  survey.  Such  a  survey 
would  be  extremely  complicated  and  time 
consuming,  yet  would  add  little  to  the  data 
on  bank  financing  of  small  business  avail¬ 


able  from  the  existing  quarterly  survey  and 
the  regular  call  reports. 

In  view  of  the  above,  the  Board  has  re¬ 
quested  our  Director  of  Research,  Mr.  Ralph 
A.  Young,  to  deliver  this  letter  to  you  per¬ 
sonally  and  to  discuss  the  matter  with  you. 
Sincerely  yours, 

Wm.  McC.  Martin,  Jr. 

June  25, 1957. 

Hon.  Wm.  McC.  Martin,  Jr. 

Chairman,  Board  of  Governors  of  the 
Federal  Reserve  System,  Washing¬ 
ton,  D.  C. 

Dear  Mr.  Martin:  This  is  with  further 
reference  to  your  letter  of  May  10,  in  which 
you  suggest  the  possibility  of  a  broad  study 
of  small  business  financing  problems  which 
would  meet  the  needs  and  interest  of  several 
other  committees  of  both  the  House  and  the 
Senate. 

Frankly,  when  Mr.  Young  brought  this 
letter  by  my  office  and  presented  it  as  an  al¬ 
ternative  to  my  earlier  request  for  infor¬ 
mation  on  small-business  financing,  I  was 
not  favorably  impressed  with  the  suggestion 
since,  among  other  reasons,  it  occurred  to 
me  that  a  proposal  which  hinges  upon  ob¬ 
taining  cooperation  and  agreement  among  so 
many  different  committees  would  unneces¬ 
sarily  delay  matters. 

After  further  reflection  on  your  letter, 
however,  and  upon  rereading  it,  I  am  now  of 
the  view  that  your  suggestion  for  a  broad 
fully  rounded  study  of  all  aspects  of  small- 
business  financing  is  one  of  considerable 
vision  which  I  did  not  immediately  appre¬ 
ciate. 

Consequently,  I  am  now  exploring  this 
proposal  with  some  of  the  other  committees 
which  you  mentioned,  and  it  seems  to  me 
quite  possible  that  this  will  eventuate  in  a 
later  request  for  a  study  of  the  kind  that  you 
have  suggested. 

I  am, 

Sincerely  yours, 

Wright  Patman. 

On  May  20,  1957,  the  chairman  of  the 
committee  wrote  to  officials  of  the  leading 
banking  and  life-insurance  institutions,  re¬ 
questing  their  assistance  in  accumulating 
factual  data  on  this  subject.  Those  re¬ 
quests  prompted  lengthy  conferences  and 
negotiations  with  representatives  of  life-in¬ 
surance  companies  and  leading  banking  in¬ 
stitutions  and  their  representatives  in  the 
American  Bankers  Association.  The  result 
was  the  working  out  of  an  arrangement 
providing  for  the  life-insurance  companies 
to  make  a  survey  of  their  activities  respect¬ 
ing  small  business  and  report  the  results  of 
that  survey  through  the  offices  of  the  re¬ 
search  director  of  the  Life  Insurance  Associa¬ 
tion  of  America.  An  additional  understand¬ 
ing  was  reached  that  the  requests  submitted 
to  the  leading  banking  institutions  would 
be  held  in  abeyance  providing  that  they  and 
other  member  banks  of  the  Federal  Reserve 
System  cooperated  in  the  making  of  a  sur¬ 
vey  to  be  conducted  under  the  supervision 
of  the  Board  of'  Governors  of  the  Federal 
Reserve  System  regarding  the  advances  of 
finances  by  members  banks  to  small-business 
concerns. 

A  comprehensive  report  was  submitted  to 
the  committee  by  the  research  director  of 
the  Life  Insurance  Association  of  America. 
It  appears  in  the  record  of  the  committee’s 
hearings  on  the  problems  of  small-business 
financing,  pages  125-185.  Parts  I  and  II 
of  the  study  on  financing  small  business, 
which  was  conducted  under  the  supervision 
of  the  Board  of  Governors  of  the  Federal 
Reserve  System,  were  put  in  writing  and 
reported  on  April  11,  1958,  to  the  Com¬ 
mittees  on  Banking  and  Currency  and  on 
Small  Business  of  jthe  Senate  and  the  House. 

In  the  meantime,  the  House  Small  Busi¬ 
ness  Committee  has  continued  its  study  of 
the  problem.  Hearings  were  held  November 
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19,  20,  21,  and  22,  1957,  and  on  April  16,  17, 
and  28,  1958.  The  record  of  those  hearings 
contained  607  printed  pages,  and  includes 
the  testimony  of  a  large  number  of  promi¬ 
nent  experts  in  the  world  of  finance.  The 
Chairman  and  all  members  of  the  Board  of 
Governors  of  the  Federal  Reserve  System 
testified,  as  did  4  of  the  presidents  of  the  12 
Federal  Reserve  banks.  The  Secretary  of  the 
Treasury  and  other  high  policymaking  offi¬ 
cials  of  the  United  States  Government  ap¬ 
peared  before  the  committee  and  testified. 
The  president  of  the  Committee  for  Eco¬ 
nomic  Development  and  representatives  of 
other  private  research  organizations  pre¬ 
sented  their  views  for  inclusion  in  the  rec¬ 
ord.  The  record  is  replete  with  statements 
setting  forth  the  views  of  representatives  of 
small  business. 

***** 

VI.  CONCLUSIONS 

Financial  needs  of  small  business 

1.  Financial  needs  of  small  business  can 
be  divided  into  short-term  credit,  which  is 
credit  required  for  period  of  less  than  1  year; 
long-term  credit,  which  is  credit  required  for 
periods  in  excess  of  1  year;  and  equity  financ¬ 
ing,  which  is  permanent  investment  capital. 

2.  Short-term  credit  is  not  as  much  of  a 
problem  as  long-term  financing.  About  two- 
thirds  of  small  firms  are  in  retail  trade  and 
service  industries.  In  these  lines  working 
capital  needs,  some  of  which  are  of  a  sea¬ 
sonal  nature,  are  apparently  fairly  adequate¬ 
ly,  even  though  expensively,  taken  care  of  by 
commercial  banks,  business  suppliers,  and 
specialized  financial  institutions,  such  as 
sales  and  finance  companies.  An  additional 
fifth  of  small  business  is  accounted  for  by 
wholesale  trade  and  construction,  where  the 
short-  and  medimum-term  credit  facilities 
of  existing  institutions  do  not  present  the 
problem  in  long-term  financing. 

3.  Although  the  largest  segment  of  small 
business,  retail  trade,  needs  mainly  short¬ 
term  credit,  most  of  the  unsatisfied  demand 
of  small  business  in  general  is  for  long-term 
loans,  equity,  or  equity-type  capital.  This 
demand  arises  from  firms  that  are  able  and 
willing  to  grow.  It  is  usually  the  small  busi¬ 
ness  with  ambition  to  grow,  and  to  grow  rap¬ 
idly,  that  is  most  aggressively  seeking  addi¬ 
tional  funds. 

4.  Although  the  core  of  the  small  business 
financing  problem  seems  to  be  in  the  manu¬ 
facturing  area,  small  firms  in  some  segments 
of  the  service  industries,  as  well  as  the  min¬ 
ing,  construction,  and  trade  fields,  have 
financing  problems.  The  unsatisfied  de¬ 
mands  that  appear  to  have  greatest  economic 
justification  are  mostly  those  of  new  firms 
or  concerns  with  new  lines  or  processes. 
Such  firms  need  working  capital  as  well  as 
funds  to  finance  plant  and  major  equipment 
installations.  This  need  is  for  long-term 
credit  or  equity  capital. 

5.  The  major  needs  of  small  businesses  for 
long-term  loans  or  equity  financing  are  to 
provide  venture  capital  at  the  inception  of 
a  new  business;  capital  for  growth  of  the 
established  small  business  which  includes 
expansion  needs  and  survival  or  maintenance 
of  market  position;  and  funds  for  continuity 
of  the  business  or  transference  of  ownership; 
sometimes  necessitated  by  death  of  one  part¬ 
ner  or  part  owner  and  sometimes  by  estate 
tax  problems. 

6.  Many  small  businesses  are  in  the  short¬ 
term  capital  market  because  of  the  inade¬ 
quacy  of  long-term  capital.  A  small  business 
operator  on  friendly  terms  with  his  banker 
may  actually  borrow  on  a  short-term  basis 
with  both  himself  and  the  banker  knowing 
that  he  intends  to  renew  the  loan  at  ma¬ 
turity.  Thus,  a  series  of  renewals  of  short¬ 
term  loans  is  in  reality  a  long-term  loan. 
The  banker  enters  into  this  relationship  to 
help  the  small-business  operator  until  he  can 
establish  long-term  credit  while  the  business- 
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man  himself  is  forced  into  the  short-term 
credit  arrangement  as  being  the  only  means 
of  securing  capital.  Should  long-term  cap¬ 
ital  be  made  available  to  small  business  in 
greater  amounts,  additional  short-term  cap¬ 
ital  would  be  freed  to  satisfy  the  unsatisfied 
demand  for  short-term  capital. 

7.  If  a  dynamic  small-business  community 
is  to  be  maintained,  equity  and  long-term 
financing  facilities  must  be  provided  to  per¬ 
mit  small  business  to  grow.  Therefore,  the 
balance  ofthis  summary  will  deal  with  equity 
and  long-term  debt  financing. 

Sources  of  equity  and  long-term  debt 
financing 

1.  Sources  of  capital  for  business  growth 
are  retained  earnings,  debt,  and  equity  fi¬ 
nancing.  Because  of  the  tax  structure  and 
the  decreasing  value  of  the  dollar,  the  ex¬ 
tent  of  growth  from  retained  earnings  is 
severely,  limited. 

2.  Long-term  debt  and  equity  financing 
of  small  businesses  by  the  major  financial 
intermediaries  such  as  banks,  insurance 
companies,  large  institutional  investors, 
small  investment  funds,  personal  trust 
funds,  and  pension  funds  is  negligible  be¬ 
cause  these  financial  intermediaries  seek  sea¬ 
soned  securities  in  large  blocks  with  active 
national  markets.  There  is  no  incentive  to 
seek  out  riskier  investments  or  to  invest  in 
small  amounts  in  small  concerns. 

3.  Current  business-loan  programs,  cen¬ 
tered  on  the  Small  Business  Administration, 
but  also  involving  the  Veterans’  Adminis¬ 
tration,  are  essentially  limited  to  the  pro¬ 
vision  of  intermediate-term  credit  for  work¬ 
ing-capital  purposes.  They  do  not  provide 
equity  financing.  Government  financing  of 
small  business  has  not  been  large.  At  the 
end  of  1957,  the  combined  loan  and  com¬ 
mitment  total  for  SBA  and  VA  was  equiva¬ 
lent  to  less  than  4  percent  of  small-business 
loans  actually  outstanding  at  member  banks 
a  few  months  earlier. 

4.  The  lending  activities  of  development 
credit  corporations  created  in  recent  years 
has.  likewise,  been  small.  At  the  end  of 
1957,  it  was  about  2  percent  of  small-busi¬ 
ness  loans  of  commercial  banks  in  the  States 
in  which  development  credit  corporations 
were  active. 

5.  When  the  small-business  operator  is 
able  to  obtain  a  loan,  he  pays  a  much  higher 
rate  of  interest  than  his  large-business  coun¬ 
terpart. 

6.  Equity  capital  is  provided  through  the 
public  sale  of  securities  in  the  capital  mar¬ 
ket  and  through  private  sale.  When  small 
security  issues  are  offered,  the  cost  of  flota¬ 
tion  is  considerably  greater  than  for  large 
issues. 

7.  From  the  standpoint  of  private  sale  of 
securities  by  the  small-business  operator, 
even  if  he  has  access  to  private  investors, 
he  is  limited  to  a  relatively  small  number 
of  investors  who  may  be  willing  to  provide 
capital  only  at  a  relatively  high  cost  or  who 
do  not  have  sufficient  knowledge  to  judge 
the  prospects  of  the  firm,  in  particular  when 
the  concern  is  new. 

8.  Small  firms  have  obtained  equity  funds 
mainly  through  personal,  informal  contracts. 
Personal  sources  make  for  an  uneven  dis¬ 
tribution  of  available  equity  funds  with  the 
result  that  among  firms  with  equally  valid 
claims  to  additional  resources,  some  may 
obtain  them  and  others  not. 

9.  Wealthy  men,  as  individuals,  as  part¬ 
ners  in  investment  banking  houses,  or  as 
corporate  officers,  are  the  backbone  of  the 
venture-capital  market  for  small  business. 

Need  for  Government  assistance 

I.  A  properly  functioning  economic  sys¬ 
tem  should  allocate  financial  resources  ac¬ 
cording  to  the  potential  profitability  of  their 
use,  without  regard  to  the  size  of  the  re¬ 
ceiving  unit.  Since  the  Government  controls 
the  financial  mechanism  of  our  economy,  it 
becomes  the  responsibility  of  public  policy 


to  keep  the  process  of  allocation  of  financial 
resources  from  being  disturbed  or  distorted 
by  imperfections  in  the  financial  mechanism. 

2.  Provision  for  anticipated  and  realized 
losses  is  an  important  expense  item  in  the 
operating  results  of  Government  credit  pro¬ 
grams.  This  risk  element  in  a  borrowing 
clientele  previously  denied  credit  by  private 
lenders  is  a  major  deterrent  to  any  private 
program.  Many  innovations  in  private  lend¬ 
ing  practices  to  small  business  have  come 
through  the  leadership  of  Government  and 
following  direct-lending  programs  by  Gov¬ 
ernment  agencies.  Unless  private  capital  can 
lead  the  way,  it  is  up  to  the  Government 
to  lead  and  experiment  in  providing  ade¬ 
quate  sources  of  equity  and  long-term  debt 
capital  to  small  business. 

3.  The  program  should  be  set  up  to  en¬ 
courage  the  development  of  private  insti¬ 
tutions  to  take  over  the  financing  program 
once  the  Government  has  led  the  way  and 
established  the  program. 

4.  Emphasis  should  be  placed  on  security 
for  the  loan,  including  insurance  on  the  life 
of  the  small-business  operator  where  practi¬ 
cal,  and  maximum  investment  by  the  small- 
business  operator  to  the  reasonable  extent 
of  his  ability. 

5.  The  procedure  of  loan  processing  should 
involve  intelligent  planning  on  the  part  of 
the  small-business  operator  and  counseling 
on  business  planning  and  management  by 
the  administrators  of  the  program. 

6.  Loans  evidenced  by  debenture  bonds 
under  any  program  should  be  considered 
partly  equity  and  partly  loaned  funds. 
There  is  a  very  narrow  line  between  equity 
and  loaned  funds  when  the  collateral  is  in¬ 
sufficient  to  cover  the  loan  in  the  event  of 
a  mistake  in  business  judgment.  In  effect, 
long-term  debt  many  times  substitutes  for 
capital  deficiency.  The  successes  wherein 
the  equity  portion  of  successful  ventures 
would  yield  high  returns  would  be  required 
to  offset  the  loans  or  equity  capital  fur¬ 
nished  to  ventures  which  turned  out  un¬ 
successfully. 

7.  There  should  be  flexibility  in  the  ad¬ 
ministration  of  the  program,  administration 
not  by  a  set  of  rigid  rules  or  formulas  ap¬ 
plicable  to  all  business  regardless  of  type, 
but  rather  administration  on  the  basis  of 
intent  of  the  program  which  is  to  lead  the 
way  for  the  channeling  of  private  funds  into 
long-term  debt  and  equity  financing  for  the 
small-business  community. 

8.  The  program  should  provide  for  and 
encourage  immediate  participation  by  pri¬ 
vate  individuals  including  dissemination  to 
potential  investors  of  the  functioning  of  the 
program,  its  purposes,  and  investment  op¬ 
portunities.  Through  the  program  the  Gov¬ 
ernment  could  encourage  private  capital 
such  as  the  many  small  investment  clubs  in 
local  communities  to  invest  in  local  small 
businesses  in  need  of  financing  for  the 
mutual  benefit  of  both. 

Summary 

1 .  The  committee  concludes  and  finds 
there  is  a  gap  in  the  existing  structure  of 
financing  institutions,  which  lies  in  the 
areas  of  long-term  debt  and  equity  capital 
for  small  business.  The  result  is  that  small- 
business  concerns  are  faced  with  a  real  dif¬ 
ficulty  in  obtaining  on  any  reasonable  terms 
the  volume  of  long-term  loans  and  equity 
capital  required  for  adequate  growth  and. 
development. 

2.  Where  the  existing  structure  of  financ¬ 
ing  institutions  provides  long-term  debt  and 
equity  capital  for  small  business,  small-busi¬ 
ness  concerns  are  under  handicaps  and  at 
disadvantages  when  compared  to  the  financ¬ 
ing  of  larger  concerns.  This  is  true  be¬ 
cause — 

(a)  Small  concerns  are  required  to  pro¬ 
vide  gilt-edged  securities  in  the  form  of 
mortgage  bonds  in  order  to  secure  long-term 
financing,  while  larger  concerns  are  required, 


as  a  rule,  to  provide  only  unsecured  deben¬ 
ture  bonds;  and  "  » 

(b)  The  smaller  concerns  usually  are  re¬ 
quired  to  pay  substantially  higher  interest 
rates  on  borrowed  money  than  the  larger 
concerns  are  required  to  pay. 

3.  Federal  Government  leadership  is  re¬ 
quired  in  authorizing,  promoting  and  assist¬ 
ing  in  the  establishment  of  new  facilities  to 
provide  long-term  loans  and  equity  capital 
for  small  business.  It  is  only  through  such 
leadership  and  action  that  facilities  for 
financing  small  business  can  hope  to  succeed 
in  building  a  national  market  with  public 
acceptance  and  purchase  of  securities  based, 
in  turn,  upon  the  securities  provided  by  indi¬ 
vidual  small-business  concerns  for  needed 
capital. 

VII.  RECOMMENDATION'S 

The  committee  recommends  that  legisla¬ 
tion  be  enacted  promptly  which  would  pro¬ 
vide  for  Federal  Government  leadership  in 
authorizing,  promoting,  and  assisting  in  the 
establishment  of  new  facilities  (for  example, 
small-business  investment  associations)  to 
provide  long-term  loans  and  equity  capital 
for  small  business.  It  is  further  recom¬ 
mended — 

1.  That  the  establishment  of  such  new 
facilities  should  provide  for  a  national  mar¬ 
ket  including  public  acceptance  and  purchase 
of  debenture  bonds  in  exchange  for  the  capi¬ 
tal  needed  in  providing  long-term  and, equity 
capital  for  small  business; 

2.  That  the  legislation  should  provide  for 
ultimate  private  ownership  of  the  newly 
established  facilities  even  though  some 
financing  by  the  Federal  Government  is  re¬ 
quired  initially; 

3.  That  the  policymaking  powers  regarding 
the  financing  of  small  business  be  placed  in 
the  hands  of  officials  not  in  a  position  to 
exercise  Cabinet  control  over  it;  and 

4.  That  the  legislation  should  provide  to 
the  greatest  extent,  consistent  with  good 
management,  for  removing  from  Washington 
and  Federal  Government  bureaucracy  to  the 
grassroots  and  into  the  hands  of  small- 
business  men  the  power  of  decision  regarding 
-the  financing  of  any  specific  business  enter¬ 
prise. 

Edward  J.  Vagim  &  Co., 
Fresno,  Calif.,  June  27,  1958. 
Mr.  Wright  Patman, 

Chairman,  Select  Committee  on  Small 
Business,  House  of  Representatives, 
Washington,  D.  C. 

Dear  Mr.  Patman:  I  am  enclosing  copies 
of  two  letters  addressed  to  Mr.  B.  F.  Sisk, 
the  Representative  from  this  district. 

Having  been  a  small  businessman  for  all 
of  the  years  since  I  left  high  school  25  years 
ago  I  have  been  vitally  interested  in  the 
activities  of  Congress  in  all  matters  pertain¬ 
ing  to  small  business. 

The  subject  report  is  a  masterpiece  and  I 
hope  that  it  will  be  the  foundation  upon 
which  simple  and  adequate  legislation  will 
be  promptly  enacted. 

My  sincere  thanks  to  you  and  every  mem¬ 
ber  of  your  committee  for  a  job  well  and 
expertly  done. 

Sincerely  yours, 

Edw.  J.  Vagim. 

Edward  J.  Vagim  &  Co., 
Fresno,  Calif.,  June  27, 1958. 

B.  F.  Sisk, 

Member  of  Congress,  House  Office 
Building,  Washington,  D.  C. 

Dear  Bernie:  The  report  of  the  Select 
Committee  on  Small  Business  of  the  House 
was  received  and  I  thank  you  very  much  for 
It. 

I  have  just  finished  reading  the  report  and 
want  you  and  the  committee  to  know  that 
I  think  it  is  One  of  the  moat  lucid  and  con¬ 
cise  Government  reports  that  I  have  ever 
encountered.  The  people  who  prepared  this 
report  have  covered  the  entire  field  of  small 


1958 


CONGRESSIONAL  RECORD  —  HOUSE 


business  financing  In  a  most  comprehensive 
and  intelligent  way.  Every  small-business 
man  should  be  encouraged  to  read  the  re¬ 
port. 

Now  may  I  direct  your  kind  attention  to 
the  summary  and  the  recommendations  at 
the  bottom  of  page  108  and  on  page  109. 
Let’s  get  on  the  ball  and  do  something  about 
this  need.  If  you  have  read  the  report  you 
will  know  that  it  is  replete  with  platitudes 
offered  by  various  groups  and  individuals 
over  the  years.  Now  that  the  committee  has 
isolated  the  problem  and  posed  it  in  a  recog¬ 
nizable  way,  I  hope  that  Congress  will  have 
the  courage  to  tackle  and  solve  it  with  con¬ 
cise  and  simple  legislation  along  the  lines 
of  the  farm  credit  system. 

I  am  positive  that  the  continued  growth 
and  prosperity  of  our  great  country  will  be 
tremendously  enhanced  by  this  kind  of  leg¬ 
islation.  Please  send  me  two  more  copies 
of  the  report  as  I  want  to  do  what  I  can  to 
stimulate  interest  in  the  legislation  here.  I 
am  writing  a  separate  letter  to  you  in  con¬ 
nection  with  special  working  capital  prob¬ 
lems  that  must  be  met  by  small  business  en¬ 
gaged  in  the  processing  of  fruits  here  in  Cali¬ 
fornia. 

Very  truly  yours, 

Edw.  J.  Vagim. 

Now  as  to  the  amendments  which  I 
will  offer. 

The  first  is  intended  to  remove  any 
time  limitation  on  the  authority  of  SBA 
to  charter  small-business  investment 
companies.  The  amendment  is  as  fol¬ 
lows: 

Strike  lines  9  and  10,  page  10,  being  the 
last  two  lines  of  section  301  (a) . 

The  second  amendment  will  eliminate 
the  time  limitation  within  which  State 
development  companies  may,  with  the 
approval  of  the  SBA,  be  converted  into 
federally  chartered  investment  com¬ 
panies.  This  amendment  is  as  follows: 

Strike  the  words  “prior  to  July  1,  1961,” 
and  revise  the  remainder  of  line  21,  page 
23,  being  the  first  line  of  section  401  (a), 
to  read  as  follows:  “Any  investment.” 

The  third  amendment  will  eliminate 
the  time  limitation  within  which  SBA 
may  make  loans  to  State  development 
companies.  The  amendment  is  as  fol¬ 
lows: 

Strike  lines  16  and  17,  page  27,  being  sub¬ 
section  (6)  of  section  502. 

House  Report  No.  2060.  as  does  Sen¬ 
ate  Report  No.  1652,  explains  that  the 
termination  date  of  June  30,  1961,  of  the 
authority  of  the  Small  Business  Admin¬ 
istration  to  charter  small-business  in¬ 
vestment  companies  was  placed  in  the 
bill  with  the  thought  that  within  3  years 
all  States  should  be  in  a  position  to  enact 
the  necessary  enabling  legislation  to  pro¬ 
vide  for  the  chartering  of  small-business 
investment  companies  to  operate  under 
this  program.  Consequently,  it  was 
thought  that  the  chartering  function  in 
the  Small  Business  Administration 
would  be  unnecessary  after  June  30, 
1961. 

It  is  believed  that  since  SBA  has  now 
been  approved  as  a  permanent  agency, 
the  chartering  of  small  business  invest¬ 
ment  companies  by  SBA  should  not 
terminate  June  30,  1961.  We  should  not 
burden  any  State  with  the  necessity  of 
chartering  small  business  investment 


companies  in  order  to  insure  the  help  we 
are  trying  to  provide  for  small  business. 
Perhaps  in  State  A  small-business  men 
will  form  small  business  investment 
companies  before  June  30,  1961,  but  will 
not  get  around  to  doing  that  in  State  B 
before  July  1,  1961.  Therefore,  unless 
S.  3651  is  amended  as  I  propose.  State  B 
will,  of  necessity,  be  burdened  with  the 
function  of  chartering  small  business  in¬ 
vestment  companies  or  small  business  in 
that  State  will  then  be  left  without  the 
financing  facilities  we  are  seeking  to 
provide. 

Of  course  it  is  recognized  that  in  about 
20  States  where  State  and  local  develop¬ 
ment  corporations  are  now  in  existence, 
extra  means  are  provided  in  S.  3651  for 
supplying  small  business  with  needed 
financing.  Small  business  in  those 
States  without  State  and  local  develop¬ 
ment  corporations  are  in  a  less  fortunate 
situation.  For  that  reason  we  should 
make  certain  that  no  provision  in  the 
bill  will  operate  to  restrict  in  the  future 
small-business  men  from  forming  small 
business  investment  companies  in  those 
States  where  State  and  local  develop¬ 
ment  corporations  do  not  exist.  For  that 
and  other  reasons  I  have  mentioned,  the 
amendments  I  propose  should  be 
adopted. 

I  see  no  real  reason  for  opposition  to 
these  proposed  amendments.  There¬ 
fore,  it  is  hoped  that  they  will  be  adopted. 

Now  as  part  of  the  background  to  this 
legislation,  I  believe  the  Members  will 
be  interested  in  the  following  summary  of 
the  history  of  the  development  and 
growth  of  State  development  companies. 

STATE  DEVELOPMENT  COMPANIES 

Although  community  industrial  devel¬ 
opment  corporations  have  existed  for 
more  than  50  years  and  are  now  present 
in  several  thousand  communities  of  the 
Nation,  similar  privately  financed  State 
development  credit  corporations  first 
came  into  being  with  the  formation  of 
the  Maine  Development  Credit  Corpora¬ 
tion  in  1949.  Quickly  the  idea  took  root 
and  spread  throughout  New  England. 
All  States  in  that  region  have  formed 
State  development  credit  corporations 
and  all  are  actively  functioning  except 
the  one  in  Vermont.  A  State-sponsored 
development  credit  corporation  was  es¬ 
tablished  in  the  latter  State  in  1953. 
Since  then,  the  idea  has  spread  with  the 
result  that  State  development  credit  cor¬ 
porations  have  been  formed  in  11  States 
in  other  areas  and  their  formation  is 
proposed  in  15  additional  States  in  var¬ 
ious  sections  of  the  country. 

The  following  tabulations  list  the 
States  in  which  State  development  credit 
corporations  have  been  formed  showing 
the  dates  on  which  they  were  formed 
and  whether  they  are  active  or  inactive : 
Table  I. — Active  State  development  credit 

corporations  in  the  New  England  area 

Year  of 
legislation 


Connecticut _  1953 

Maine  _ _ _ _  1949 

Massachusetts _ 1953 

New  Hampshire _  1951 

Rhode  Island _  1953 
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Table  II. — Active  State  development  credit 
corporations  in  areas  other  than  New 
England 


Year  of 

State:  legislation 

North  Carolina _ _ 

New  York _ 

Table  III. — Inactive  State  development 
credit  corporations 

Year  of. 

State:  legislation 

Arkansas  Development  Finance  Corp_  1957 

Florida  Development  Credit  Corp _ 1955 

Georgia  State  Credit  Corp _ 1955 

Hawaii  Business  Development  Corp_  1957 
Kansas  Development  Credit  Corp.__  1955 
Michigan  Development  Credit  Corp__  1956 
Minnesota  Business  Development 


Corp - - -  1957 

South  Dakota  Business  Development 

Corp -  1975 

Vermont  Development  Credit  Corp__  1953 
Wisconsin  Industrial  Credit  Develop¬ 
ment  Corp _  1955 


Table  IV. — States  where  development  credit 
corporations  proposals  are  pending 
Alabama,  Alaska,  Arizona,  Illinois,  Ken¬ 
tucky,  Montana,  New  Jersey,  New  Mexico, 
North  Dakota,  Oregon,  South  Carolina,  Ten¬ 
nessee.  Virginia,  Washington,  West  Virginia. 
Table  V. — States  or  Territories  in  which  in¬ 
dustrial  credit  authorities  are  active 
Pennsylvania,  Mississippi,  Puerto  Rico. 


The  State  industrial  authorities  are 
to  be  distinguished  from  State  develop¬ 
ment  corporations  in  that  the  State  de¬ 
velopment  corporations  are  privately  fi¬ 
nanced  organizations  while  the  indus¬ 
trial  authorities  are  publicly  owned  or 
publicly  supported. 

From  the  foregoing  tables,  it  is  shown 
that  of  the  48  States  7  have  active  State 
development  credit  corporations,  2  have 
active  State  industrial  authorities,  10 
have  inactive  State  development  credit 
corporations,  and  in  15  proposals  are 
pending  for  the  establishment  of  State 
development  credit  corporations  or  au¬ 
thorities,  thus  accounting  for  action  in 
that  regard  in  34  States. 


The  North  Carolina  Business  Develop¬ 
ment  Corp.  is  the  only  true  active  credit 
corporation  outside  of  the  New  England 
area.  The  New  England  area  has  active 
development  corporations  as  above  noted 
in  the  States  of  Maine,  New  Hampshire, 


Connecticut,  Massachusetts,  and  Rhode 
Island/  Although  the  earliest  corpora¬ 


tion  in  the  New  England  area  was  Maine, 
established  in  1949,  the  most  active  and 
the  most  successful  is  the  Massachusetts 
corporation,  which  was  established  in 
1953.  In  fact  the  Massachusetts  corpo¬ 
ration  appears  to  be  the  prototype  for 
most  of  the  activities  which  are  now 
taking  place  through  the  corporations, 
not  only  in  New  England  but  in  other 
areas.  Therefore,  a  discussion  of  the 
Massachusetts  Business  Development 
Corp.  would  appear  to  be  of  value. 

The  Massachusetts  Business  Develop¬ 
ment  Corp.  operates  on  the  philosophy 
that  small-  and  medium-size  businesses 
need  long-term  capital  to  expand  and 
stay  in  business  under  conditions  of 
rising  working  capital  requirements. 
That  factor  is  to  be  distinguished  from 
the  need  for  short-term  credit.  House 


Report  1889  from  the  House  Small  Busi- 
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ness  Committee,  June  19,  1958,  on  the 
problems  of  small-business  financing  dis¬ 
cussed  in  detail  small-business  needs  for 
equity  and  long-term  capital  and  pointed 
out  that  day-to-day  and  short-term  fi¬ 
nancing  of  small  business  is  far  less  of  a 
problem  than  that  of  long-term  financ¬ 
ing. 

Although  there  are  differences  in  the 
details  of  their  organization  and  opera¬ 
tions,  the  State  development  corpora¬ 
tions  do  not  differ  fundamentally.  The 
stock  in  each  is  sold  to  public  utilities, 
industrial  and  commercial  enterprises, 
and  to  individuals  interested  in  the  eco¬ 
nomic  welfare  of  the  State.  Members  of 
a  corporation,  who  are  banks  and  insur¬ 
ance  companies,  agree  to  lend  a  small 
part  of  their  resources  on  a  pooling  ar¬ 
rangement  so  that  a  small  amount  from 
each  of  many  members  creates  a  sizable 
loan  pool.  The  outstanding  loans  from 
members  cannot  exceed  a  certain  ratio. 
In  Massachusetts,  for  example,  the 
maximum  is  $8  debt  for  each  dollar  of 
share  capital.  This  ratio  varies  among 
the  States.  The  ratio  in  Massachusetts 
is  12  to  1,  in  Connecticut  10  to  1,  but 
in  most  instances  the  corporations  have 
not  yet  sold  enough  stock  to  enable  them 
to  borrow  the  full  amount  already 
pledged  to  them  from  member  lending 
institutions. 

There  is  a  close  connection  in  the  ad¬ 
ministration  of  the  State  development 
corporations  with  the  executive  person¬ 
nel  of  the  lending  banks  and  insurance 
companies.  Ordinarily  a  State  devel¬ 
opment  will  not  make  any  loan  that  a 
member  lending  institution  itself  will 
make  to  the  applicant  for  the'  loan. 

The  potential  resources  of  the  existing 
State  development  corporations  are  far 
greater  than  the  amounts  which  have 
been  pledged  by  their  lending  members. 
In  Massachusetts  the  lending  members 
have  pledged  about  $11  million  out  of  a 
potential  of  approximately  $20  million. 
Therefore,  the  problem  appears  to  be 
one  of  selling  more  shares  of  stock  in 
many  of  the  States  that  have  the  State 
development  corporations.  The  capital 
stock  authorisation  for  the  State  devel¬ 
opment  corporations  ranges  from  $150,- 
000  in  Maine  to  $4  million  in  Massachu¬ 
setts.  Originally  the  development  credit 
corporation  of  Maine  had  an  authoriza¬ 
tion  for  only  $50,000  capital  stock.  It 
subsequently  was  increased  to  $150,000 
and  only  $92,000  has  been  sold.  Of  the 
$4  million  authorized  capital  stock  of  the 
Massachusetts  Business  Development 
Corporation,  $763,510  had  been  sold  as  of 
June  30,  1957. 


"  The  limitations  upon  the  growth  of 
the  State  development  corporations  in 
New  England  and  elsewhere  are  fixed  by 
the  limit  of  the  amount  of  funds  avail¬ 
able,  the  limit  of  the  cooperation  of  lend¬ 
ing  members,  and  to  some  extent  by  the 
limit  of  the  borrower-demand  factor. 

The  borrower-demand  factor  appears 
to  be  elastic.  It  grows  as  funds  are 
found  to  be  available  and  can  be  secured 
by  small  business  concerns  filing  formal 
applications  with  the  development  cor¬ 
porations.  However,  the  record  regard¬ 
ing  the  handling  of  such  formal  applica¬ 
tions  by  State  development  credit  cor¬ 
porations  is  much  the  same  as  the  record 
of  the-  handling  of  formal  applications 
for  loans  by  SBA.  In  other  words,  high 
standards  have  been  set  for  approval. 
The  result  is  a  high  rate  of  rejections. 

In  Massachusetts  of  the  204  formal 
applications  received,  110  were  rejected. 
In  Connecticut  of  the  172  formal  appli¬ 
cations  received,  120  were  rejected.  In 
Maine  of  the  238  formal  applications 
received,  167  were  rejected.  New  Hamp¬ 
shire  rejected  42  out  of  89  formal  appli¬ 
cations  received;  Rhode  Island  rejected 
75  out  of  96;  and  North  Carolina  re¬ 
jected  54  out  of  85  formal  applications. 
The  New  York  Business  Development 
Corporation  was  more  liberal  and  appar¬ 
ently  did  not  adhere  to  such  a  rigid 
standard  as  was  adhered  to  by  the  cor¬ 
porations  in  other  States.  It  rejected 
only  51  out  of  129  formal  applications. 

In  New  England  the  interest  rates  on 
loans  made  by  the  development  corpor¬ 
ations  have  been  as  low  as  5  percent  in 
Maine,  but  most  of  them  have  adhered 
to  the  6  percent  interest  rate.  Only  two 
or  three  of  the  State  development  cor¬ 
porations  have  added  a  service  charge 
to  the  interest  rate.  In  those  instances 
it  has  been  1  percent  of  the  net  amount 
of  the  loan  for  the  first  year.  When  the 
State  development  corporations  secure 
funds  from  members  for  lending,  it  is 
usually  borrowed  from  them  at  lA  of  1 
percent  above  the  prime  rate,  but  in 
some  of  the  newer  proposed  corporations 
it  would  vary  from  2  percent  down  to  % 
of  1  percent  above  the  prime  rate.  These 
funds  are  usually  borrowed  by  the  State 
development  corporations  on  paper  hav¬ 
ing  maturity  from  6  months  to  5  years. 

In  addition  to  funds  secured  from 
lending  members,  State  development 
credit  corporations  have  borrowed  funds 
from  the  SBA.  However,  it  appears  that 
up  to  1957  SBA  had  made  fewer  loans 
in  the  amounts  of  $100,000  or  more  in 
New  England  than  had  been  made  in 
that  area  by  the  New  England  State  de¬ 
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velopment  corporations  between  the 
years  1949  and  1957.  Although  individ¬ 
ual  loans  made  by  SBA  in  amounts  of 
less  than  $100,000  were  in  far  greater 
number,  therefore,  the  aggregate  amount 
loaned  by  SBA  in  New  England  was  con¬ 
siderably  larger  than  the  aggregate 
amount  of  loans  made  in  New  England 
by  State  development  corporations. 

The  State  development  credit  corpo¬ 
rations  in  making  loans  to  business  en¬ 
terprises,  although  requiring  security  in 
the  form  of  mortgages  on  buildings  and 
in  some  instances  on  machinery  and 
other  types  of  equipment,  have  never¬ 
theless  shown  more  liberality  than  SBA 
in  accepting  such  security,  in  that  the 
State  development  corporations  have 
been  willing  in  many  instances  to  accept 
second  mortgage  collateral  on  older  prop¬ 
erties  and  for  longer  maturities  than 
banks,  and  often  with  greater  liberality 
than  afforded  by  SBA. 

The  average  maturity  of  loans  made 
by  the  State  development  corporations  in 
New  England  is  6V2  years.  Seven  per¬ 
cent  of  the  maturities  were  from  periods 
of  more  than  10  years. 

The  record  of  hearings— pages  524  to 
526 — before  the  House  Small  Business 
Committee  on  the  problems  of  small- 
business  financing  contains  summaries 
showing  the  amount  of  SBA  business 
loans  disbursed  in  those  States  and  Ter¬ 
ritories  which  have  active  State  develop¬ 
ment  credit  corporations  or  authorities, 
and  in  those  which  have  inactive  corpo¬ 
rations  as  well  as  in  those  States  where 
proposals  are  pending  and  all  other 
States.  That  tabulation  shows  that  in 
all  States  and  Territories  through  Sep¬ 
tember  30,  1957,  SBA  had  disbursed  busi¬ 
ness  loans  in  the  amount  of  $256,884,000. 
In  New  England  and  New  York,  where 
there  were  six  active  State  development 
corporations,  SBA  disbursed  business 
loans  in  the  amount  of  $22,306,000, 
whereas  the  State  development  corpora¬ 
tions  had  disbursed  loans  in  the  amount 
of  $14,930,000.  In  the  additional  State 
of  North  Carolina,  where  there  was  an 
active  State  development  corporation, 
SBA  had  disbursed  business  loans  in  the 
amount  of  $4,594,000,  whereas  the  State 
development  corporation  there  has  dis¬ 
bursed  business  loans  in  the  amount  of 
$1,898-, 000. 

The  following  tabulation  shows  the 
present  status  of  State  development 
credit  corporations  or  industrial  credit 
authorities  comparing  the  loan  activities 
of  each  with  the  dollars  of  SBA  loans 
disbursed  within  each  such  State  to  and 
including  June  30, 19£7: 


Table  VI. — Present  status  of  Stale  development  credit  corporations  or  industrial  credit  authorities,  comparing  loan  activities  with  totals  of 

SBA  loans  disbursed  within  each  Stale 


Credit  development  corporation  in  State  or  Territory 

Number 
of  SBA 
business 
loans  to 
.Sept.  30, 
1957 

Amount  of 
SBA  busi¬ 
ness  loans 
to  Sept.  30, 
1957 

Number  of 
State  de¬ 
velopment 
credit  loans 
to  June  30, 
1957 

Amount  of 
develop¬ 
ment  credit 
loans  to 
June  30, 
1957 

Stock  sold 
June  30, 
1957 

Amounts 
pledged 
June  30, 
1957 

Amounts 

called 

Number 
of  formal 
loan 
applica¬ 
tions 

Number 

rejected 

Loans 
repaid 
in  full 
or  part 

Alabama  1 1 . . . . . . . . 

122 

30 

48 

161 

409 

111 

53 

13 

$5, 703, 000 

1, 340, 000 
X  778,  000 
5,  648,  000 
20,  855, 000 
2,  823,  000 
3, 134, 000 
544,  000 

Alaska  1 _ 

Arizona  1 _ 

Arkansas  Development  Finance  Corp  »  * 

$100, 000 

California  (none) _  _ 

Colorado  (none) . . . . . . 

Connecticut  Development  Corp _ _ _ 

Delaware  (none) _ _ _ _ _ _ 

31 

$1,300,900 

126,  700 

$1,  805, 000 

$1, 204, 900 

172 

120 

$429,  669 

Footnotes  at  end  of  table. 
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Table  VI. — Present  status  of  Slate  development  credit  corporations  or  industrial  credit  authorities,  comparing  loan  activities  with  totals  of 

SB  A  loans  disbursed  within  each  Slate — Continued 


Credit  development  corporation  in  State  or  Territory 

Number 
of  SBA 
business 
loans  to 
Sept.  30, 
1957 

Amount  of 
SBA  busi¬ 
ness  loans 
to  Sept.  30, 
1957 

Number  of 
State  de¬ 
velopment 
credit  loans 
to  June  30, 
1957 

Amount  of 
develop¬ 
ment  credit 
loans  to 
June  30, 
1957 

Stock  sold 

J  nne  30, 
1957 

Amounts 
pledged 
June  30, 
1957 

Amounts 

called 

Number 
of  formal 
loan 
applica¬ 
tions 

Number 

rejected 

Doans 
repaid 
in  full 
or  part 

Florida  Development  Credit  Corp.4 . . 

94 

$4,  615, 000 

Georgia  State  Credit  Oorp.4___ . 

244 

10,  360,  000 

Hawaii  Business  Development  Corp.4 _  _ 

30 

701,  000 

Idaho  (none) _ _ 

44 

2,  607,  000 

Illinois  1 _ _ _ . _ 

177 

8,  542,  000 

Indiana  (none).. . . . . . . . 

150 

6,  340,  000 

Iowa  (none).  . . . : . . . 

208 

6,  868,  000 

Kansas  Development  Credit  Corp.4 _ _ 

345 

9,  934,  000 

Kentucky  1  1 _ t . . 

loe 

4,  256,  000 

* 

Louisiana  (none) . __  . . . . . . _ 

47 

2,  957.000 
1,  993,000 

42 

53 

$1,  564,  783 

$92, 000 

$938, 000 

$768,  700 

238 

167 

$746,  967 

Maine  Industrial  Building  Authority  3 . . . . . 

Maryland  (none) . . . . . . . . 

48 

2,  527,  000 
6,  850, 000 
10,  392, 000 

107 

62 

8, 123,  716 

763,  510 

10,  577, 260 

3, 500, 000 

204 

110 

3,833,000 

Michigan  Development  Credit  Corp.4...  _ 

158 

Minnesota  Business  Development  Corp.4 _  _ 

192 

6, 753, 000 

Mississippi  Agricultural  and  Industrial  Board  2  * _ 

04 

3,  519,  000 

Missouri  (none) _ _ _ _ _ _ 

197 

7,  274,  000 

Montana  1 _ _ _ _ _ 

90 

4,  054,  000 

158 

5,  423,  000 
772,000 
1,  400, 000 

12 

23 

40 

897,  800 

103,  700 

1,  252, 050 

607, 870 

89 

42 

221,  090 

123 

6,  564, 000 
1,351,000 
8,  034, 000 
4,  594, 000 
733, 000 
11,  977,  000 

26 

131 

23 

1,  960,  950 
1,  898,  UOO 

429,  900 

12,711,000 
4, 326, 000 

1, 000, 000 

129 

.51 

115,158 

91 

32 

1,  000,  000 

86 

64 

51 

1% 

94 

3,  447,  000 

80 

4.  652, 000 

240 

14,  801, 000 
1, 154, 000 
895,  000 

58 

24 

18 

1, 082,  750 

152, 000 

1,  657, 000 

704, 000 

96 

75 

482,  587 

53 

1,  532, 000 
1,461,  000 
5,  878, 000 
16,  976,  000 

South  Dakota  Business  Development  Credit  Corp.4 _ 

40 

147 

348 

28 

1,467,000 

29 

1,  568,  000 

47, 000 

80 

5,  243,  000 
6, 119,  000 

136 

39 

1,  690,  000 

145 

6,  312,  000 
724,  000 

14, 100 

’ 

20 

16 

750,  000 

1  Officials  considering  formation  of  State  credit  development  corporations;  with  few 
exceptions,  not  yet  in  legislative  bill  stage. 

2  Mississippi,  further  advanced  on  revenue  bond  plan  of  local  governments,  but  Ala¬ 
bama,  Tennessee,  and  Kentucky  in  process:  degree  of  supervision  by  State  varies  with 
more  control  in  Mississippi  and  less  in  new  proposals. 

*  Credit  authorities,  publicly  owned  or  supported. 

4  Relatively  inactive,  or  pending  specific  legislative  proposal,  or  legislation  has  been 
repealed. 


Note.— Maine  pledged  credit  of  State  to  insure  loans  to  90  percent  made  by  finan¬ 
cial  institutions  for  construction  or  expansion  of.industrial  buildings  with  a  $500,000 
revolving  fund;  Mississippi  has  a  review  board  which  approves  revenue  bond  financ¬ 
ing  to  acquire  land  and  build  for  incoming  industry;  Pennsylvania  State  government 
lends  money  to  local  development  corporations  (30  percent  of  project)  to  bring  in  com¬ 
panies  to  new  industrial  sites  in  Pennsylvania,  100  percent  financing  is  arranged; 
Arkansas  $5,000,000  of  bonds  to  be  purchased  by  State;  Puerto  Rico,  $19,000,000  from 
treasury  of  Puerto  Rico. 


(Mr.  ROOSEVELT,  at  the  request  of 
Mr.  Patman,  was  given  permission  to  ex¬ 
tend  his  remarks  at  this  point  in  the 

C  OR  D  ) 

Mr.  ROOSEVELT.  Mr.  Speaker,  I 
want  to  take  this  opportunity  to  con¬ 
gratulate  the  able  and  experienced  chair¬ 
man  of  the  House  Banking  and  Currency 
Committee  and  its  members  for  bringing 
to  the  floor  of  the  House  for  considera¬ 
tion  the  Small  Business  Investment  Act 
of  1958. 

The  purpose  of  the  bill  as  expressed  in 
section  102  of  the  bill — Statement  of  Pol¬ 
icy — clearly  and  unequivocally  in  a  most 
concise  manner  states  the  purpose  of  this 
legislation : 

The  policy  of  the  Congress  and  the  purpose 
of  the  act  to  improve  and  stimulate  the  na¬ 
tional  economy,  and  particularly  the  small- 
business  segment  thereof,  by  establishing  a 
program  to  stimulate  and  supplement  the 
flow  of  private  equity  capital  and  long-term 
loan  funds  which  small-business  concerns 
need  for  sound  financing  and  for  growth,  ex¬ 
pansion  and  modernization,  but  which  are 
not  available  in  adequate  supply.  This  pro¬ 
gram  is  to  be  carried  out  in  such  manner  as 
to  insure  that  private  financing  sources  will 
participate  to  the  maximum  extent  possible 
and  that  it  will  not  result  in  increased  un¬ 
employment  in  any  area  of  the  country. 


The  experiences  I  have  had  in  investi¬ 
gating  and  studying  the  problems  of 
small  business  as  a  member  of  the  Select 
Committee  on  Small  Business  have  clear¬ 
ly  demonstrated  to  me  and  the  other 
members  of  the  House  Small  Business 
Committee  that  small-business  concerns 
must  have  access  to  capital — equity  and 
long-term  capital — that  there  is  a  need 
for  the  program  designed  to  supply  long¬ 
term  and  equity-type  financing  to  small 
business. 

Our  present  commercial  banking  sys¬ 
tem  is  not  prepared  or  equipped  to  meet 
this  urgent  need  of  small  business. 

All  of  the  investigations  held  to  date 
have  clearly  established  that  generally 
short-term  and  intermediate  credit 
needs  for  small  business  are  being  met 
through  existing  financial  institutions 
and  Government  agencies. 

However,  desperately  needed  long¬ 
term  and  equity  type  financing  is  lack¬ 
ing — it  is,  therefore,  our  duty  to  pass 
this  legislation  to  assure  small  business 
that  the  type  of  financing  so  needed  by 
it — but  presently  not  available — be  made 
available. 

The  solution  of  the  problems  of  small 
business  will  not  be  found  in  merely 


granting  short  or  intermediate  type 
loans,  the  answer  to  small  business  is 
permanent  capital  which  they  may  keep 
in  operation  and  help  small  business  grow 
and  prosper. 

The  Senate  in  Report  No.  1652 — 85th 
Congress,  2d  session— has  properly 
stated : 

The  present  financial  institutions  which  do 
provide  a  source  of  venture  capital  are  not 
able  to  assist  smaller  firms.  The  cost  in¬ 
volved  in  the  public  sale  of  securities  is  pro¬ 
hibitive  to  small  business  issuers.  As  a  re¬ 
sult  there  is  no  institutional  source  to  which 
small  business  may  turn  to  meet  its  capital 
needs.  Unlike  large  business  concerns, 
small-sized  businesses  must  seek  long-term 
funds  in  a  most  haphazard  fashion  which, 
by  its  very  nature,  does  not  provide  for  the 
economic  growth  of  small  firms  that  is  pos¬ 
sible  and  desirable.  ‘ 

William  McChesney  Martin,  Jr.,  chair¬ 
man  of  the  Federal  Reserve  Board  of 
Governors,  has  stated : 

There  is  a  gap  in  the  existing  structure  of 
financing  institutions  which  lies  in  the  long¬ 
term  debt  and  equity  capital  areas. 

It  is  this  institutional  gap  which  this 
legislation  is  designed  to  fill. 
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This  legislation  is  designed  and  con¬ 
ceived  to  carry  out  the  following  pur¬ 
poses: 

First.  To  supplement  rather  than  sup¬ 
plant  existing  private  facilities. 

Second.  To  operate  under  a  simple 
and  flexible  organizational  structure. 

Third.  To  operate  and  be  accounted 
for  in  complete  separation  from  other 
Federal  small-business  programs. 

Fourth.  To  utilize  to  the  maximum 
possible  extent  the  facilities  of  State  and 
local  development  credit  corporations, 
and 

Fifth.  To  concentrate  upon  meeting 
the  equity  and  long-term  credit  needs  of 
small-business  concerns. 

There  can  be  no  doubt  as  to  the  need 
for  this  vital  legislation.  The  responsi¬ 
bility  is  ours.  Let  us  act  quickly  and 
effectively  and  pass  it  with  an  over¬ 
whelming  majority.  ' 

Mr.  SPRINGER.  Mr.  Speaker,  I  yield 
such  time  as  she  may  desire  to  the  gen¬ 
tlewoman  from  New  Jersey  [Mrs. 
Dwyer]  . 

(Mrs.  DWYER  asked  and  was  granted 
permission  to  extend  her  remarks.) 

Mrs.  DWYER.  Mr.  Speaker,  within 
the  past  month  the  Congress  has  taken 
action  on  three  major  pieces  of  legisla¬ 
tion  which,  taken  together,  represent 
perhaps  the  most  extensive  assistance 
ever  made  available  to  American  small 
business. 

The  present  bill  (S.  3651),  to  make 
equity  capital  and  long-term  credit 
more  readily  available  to  small-business 
concerns  marks  the  climax  in  the  dra¬ 
matic  series  of  new  developments  in  the 
world  of  small  business. 

I  wholeheartedly  support  this  bill,  as 
I  earlier  supported  legislation  extending 
and  liberalizing  the  Small  Business  Act 
and  the  legislation  providing  tax  revi¬ 
sion  and  assistance  for  small  business. 
All  three  bills  are- of  great  importance  in 
themselves;  they  have  been  framed 
after  long  and  careful  study  and  with 
the  benefit  of  considerable  experience  in 
the  problems  and  difficulties  of  small- 
business  men,  and  they  have  been  de¬ 
signed  to  bring  real  help  in  meeting  real 
problems,  especially  in  the  field  of  fi¬ 
nancing  small/business. 

Congress  has  appreciated  and  been 
deeply  concerned  at  the  unfortunately 
high  rate  of  small  business  failure  as  a 
result  of  the  present  business  recession. 
It  is  encouraging,  therefore,  to  note  in 
this  respect  solid,  evidences  that  our 
economy  has  begun  to  take  on  new  vigor, 
new  energy,  and  has  started  on  the  up¬ 
ward  road  to  healthy  growth  and  expan¬ 
sion.  The  action  of  Congress  at  this 
time  in  dealing  with  several  of  the  ma¬ 
jor  problems  of  small  business  with  such 
farsighted  wisdom  seems  to  be  especially 
appropriate;  by  strengthening  the  basis 
on  which  small  business  is  financed  and 
by  encouraging  the  means  of  successful 
small-business  activity  we  are  helping  to 
stabilize  this  extremely  important  area 
of  the  American  economy.  And  the  in¬ 
creased  strength  and  stability  of  small 
business  can  only  serve  the  best  inter¬ 
ests  of  all  our  people  in  the  future. 

The  legislation  before  us  today  Is 
clearly  the  most  striking  departure  from 
past  patterns  of  Federal  assistance  to 


small  business.  While  many  proposals 
have  been  advanced  and  some  legislation 
enacted  in  the  general  area  of  small- 
business  financing  during  the  past  25 
years,  none  of  the  programs  established 
to  date  have  met  the  need  of  small  busi¬ 
ness  for  equity-capital  financing  or  long¬ 
term  credit.  The  need  for  new. sources 
of  such  long-range  financing  has  been 
thoroughly  established  as  a  result  of  the 
experience  of  the  interested  congres¬ 
sional  committees,  the  Department  of 
Commerce,  and  the  Small  Business  Ad¬ 
ministration,  and  the  many  organiza¬ 
tions  and  institutions  in  the  world  of 
business  which  have  dealt  with  this 
problem  for  many  years.  There  is 
unanimous  agreement  that  there  is  a 
major  gap  in  the  economy’s  present 
financial  mechanism  which  prevents  the 
small  businesses  of  the  country  from 
obtaining  needed  long-term  and  equity- 
type  financing. 

The  Committee  on  Banking  and  Cur¬ 
rency  and  the  Select  Committee  on 
Small  Business  deserve  the  thanks  and 
appreciation  of  the  Congress  for  the 
work  they  have  done  in  helping  to  meet 
this  need.  The  present  bill-is  sound  and 
reasonable  and  carefully  designed  to  ap¬ 
proach  with  major  assurance  a  hereto¬ 
fore  uncharted  field. 

As  I  see  them,  the  major  provisions 
of  direct  concern  to  small-business  men 
of  the  country  included  in  this  bill  are 
the  following : 

First.  The  bill  establishes  in  the  Small 
Business  Administration  a  new  and  au¬ 
tonomous  Small  Business  Investment  Di¬ 
vision,  headed  by  a  Deputy  Administrator 
to  be  appointed  by  the  Administrator  of 
the  Small  Business  Administration,  who 
would  exercise  functions  provided  in  this 
bill  separately  and  distinctly  from  the 
other  functions  of  the  Small  Business 
Administration. 

Second.  The  bill  authorizes  an  ad¬ 
ditional  $250  million  of  appropriations 
to  the  existing  revolving  fund  of  the 
Small  Business  Administration,  which 
additional  funds  can  be  used  only  to 
carry  out  the  purposes  of  this  Small 
Business  Investment  Act. 

Third.  The  Small  Business  Investment 
Division  of  SBA  is  authorized  to  charter 
small-business  investment  companies  up 
to  June  30,  1961. 

Fourth.  Ten  or  more  persons  will  be 
required  to  sign  the  articles  of  incor¬ 
poration  of  a  proposed  Small  Business 
Investment  Company.  Upon  approval 
by  SBA  the  Investment  Company  would 
be  established  as  a  Federal  corporation 
with  the  usual  powers  necessary  to  do 
business.  In  giving  its  approval  SBA 
must  consider  (a)  the  need  for  small- 
business  financing  in  the  area  where 
the  proposed  company  is  to  operate;  (b) 
the  character  of  the  proposed  manage¬ 
ment  of  the  company;  (c)  the  number 
of  such  companies  already  formed  in  the 
United  States  and  the  volume  of  their 
business;  (c)  other  related  factors. 

Fifth.  Each  small -business  investment 
company  must  have  not  less  than  $300,- 
000  of  paid-in  capital  and  surplus  be¬ 
fore  commencing  business,  and  SBA  is 
authorized  to  provide  a  maximum  of 
$150,000  to  such  company  through  the 
purchase  of  subordinated  debentures 
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which  would  then  be  treated  as  paid-in 
capital. 

Sixth.  To  encourage  formation  of 
such  small-business  investment  compa¬ 
nies,  national  banks  are  authorized  to 
purchase  stock,  as  are  State  member 
banks  and  nonmember  insured  banks 
where  compatible  with  State  law.  No 
such  bank  may  hold  shares  in  these 
companies  in  amounts  aggregating  more 
than  1  percent  of  the  bank’s  capital  and 
surplus. 

Seventh.  SBA  is  also  authorized  to 
lend  money  to  a  small-business  invest¬ 
ment  company  up  to  a  maximum  not 
exceeding  50  percent  of  the  paid-in  capi¬ 
tal  and  surplus  of  such  companies.  The 
company  may  also  borrow  additional 
funds  from  private  sources  under  such 
conditions  as  SBA  may  prescribe. 

Eighth.  In  turn,  small-business  invest¬ 
ment  companies  are  authorized  to  pro¬ 
vide  equity-type  capital  to  small-business 
concerns  through  the  purchase  of  con¬ 
vertible  debentures,  which  are  consid¬ 
ered  extremely  suitable  financing  instru¬ 
ments  for  such  a  program,  in  view  of 
their  attractiveness  to  speculative  in¬ 
vestors  who  want  an  opportunity  to 
share  in  the  future  prosperity  of  the 
business  beyond  the  fixed  claim  of  or¬ 
dinary  debt. 

Ninth.  Whenever  an  investment  com¬ 
pany  provides  capital  to  a  small-busi¬ 
ness  concern  through  purchase  of  con¬ 
vertible  debentures,  such  concern  must 
purchase  stock  in  the  investment  com¬ 
pany  in  an  amount  equaling  from  2  to 
5  percent  of  the  amount  of  the  capital 
provided,  as  a  means  of  building  up  the 
investment  of  private  funds  and  in  due 
course  making  Federal  participation  un¬ 
necessary. 

Tenth.  Small-business  investment  com¬ 
panies  may  also  make  loans  to  small- 
business  concerns,  both  incorporated 
and  unincorporated,  either  directly  or 
in  participation  with  other  lending  in¬ 
stitutions.  The  maximum  interest  rate 
is  to  be  set  by  SBA,  while  the  maximum 
maturity  of  such  loans  is  20  years,  al¬ 
though  an  investment  company  may  ex¬ 
tend  the  maturity  an  additional  10 
years  to  aid  in  the  orderly  liquidation 
of  a  loan. 

Eleventh.  The  total  amount  which  a 
small-business  investment  company  may 
lend  and  invest  in  a  single  small-busi¬ 
ness  concern  may  not  exceed  20  percent 
of  the  combined  capital  and  surplus  of 
such  investment  company,  without  spe¬ 
cial  approval  of  the  SBA. 

Twelfth.  The  bill  authorizes  certain 
exemptions  from  regulations  of  the  Se¬ 
curities  and  Exchange  Commission  for 
securities  issued  by  small-business  in¬ 
vestment  companies,  ak  a  means  of  fa¬ 
cilitating  special  financial  activities. 
The  Small  Business  Administration, 
however,  may  prescribe  necessary  regu¬ 
lations  and  limitations  in  this  field. 

Thirteenth.  State  chartered  invest¬ 
ment  companies  may  also  qualify  for 
SBA  loans  and  investments.  Such  a 
State  chartered  company  may,  with  SBA 
approval,  operate  as  a  small-business 
investment  company  with  the  same 
rights  and  obligations  as  an  SBA  char¬ 
tered  company,  or  it  may  convert  into 
an  SBA  chartered  company  with  SBA’s 
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approval  by  a  vote  of  shareholders  hav¬ 
ing  a  majority  of  the  stock. 

Fourteenth.  The  Small  Business  Ad¬ 
ministration  may  make  loans  to  any 
State  development  company  in  a  total 
amount  not  exceeding  the  amount  bor¬ 
rowed  by  the  company  from  all  other 
sources.  Approximately  half  of  our 
States  now  have  active  State  develop¬ 
ment  companies  or  are  considering  pro¬ 
posals  for  establishing  such  companies, 
while  approximately  1,800  communities 
have  established  local  industrial  cor¬ 
porations. 

Mr.  MADDEN.  Mr.  Speaker,  I  move 
the  previous  question. 

The  previous  question  was  ordered. 

The  SPEAKER.  The  question  is  on 
the  resolution. 

The  resolution  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 

Mr.  BROWN  of  Georgia.  Mr.  Speak¬ 
er,  I  move  that  the  House  resolve  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  (S.  3651)  to  make 
equity  capital  and  long-term  credit  more 
readily  available  for  small-business  con¬ 
cerns,  and  for  other  purposes. 

The  motion  was  agreed  to. 

Accordingly  the  House  resolved  itself 
into  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con¬ 
sideration  of  the  bill  S.  3651,  with  Mr. 
Walter  in  the  chair. 

The  Clerk  read  the  title  of  the  bill. 

By  unanimous  consent,  the  first  read¬ 
ing  of  the  bill  was  dispensed  with. 

The  CHAIRMAN.  Under  the  rule,  the 
gentleman  from  Kentucky  [Mr.  Spence] 
will  be  recognized  for  1  hour  and  the 
gentleman  from  Iowa  [Mr.  Talle]  will 
be  recognized  for  1  hour. 

The  Chair  recognizes  the  gentleman 
from  Kentucky  [Mr.  Spence]. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
myself  10  minutes. 

Mr.  Chairman,  I  believe  the  Members 
of  the  House  are  familiar  with  the  prin¬ 
cipal  provisions  of  this  bill.  It  is  the 
Small  Business  Investment  Act  of  1958. 

An  appropriation  of  $250  million  is 
authorized  for  the  Small  Business  Ad¬ 
ministration  to  be  used  in  furnishing- 
capital  to  small -business  investment 
companies.  Each  small-business  invest¬ 
ment  company  must  have  a  minimum 
capital  and  surplus  of  $300,000.  One- 
half  of  that  must  come  from  private 
sources ;  the  other  half  is  invested  by  the 
Small  Business  Administration. 

After  the  organization  of  the  small- 
business  investment  company,  the  Small 
Business  Administration  my  lend  them 
half  of  their  capital  and  surplus,  which 
would  be  at  least  another  $150,000.  So 
the  Government  will  invest  at  least 
$300,000  in  each  of  these  small-business 
investment  companies;  if  the  companies 
desire  to  obtain  that  sum  from  the  Gov¬ 
ernment.  Private  sources  must  invest 
at  least  $150,000. 

It  is  also  provided  that  loans  may  be 
made  to  State  development  organiza¬ 
tions,  or  local  development  organiza¬ 
tions,  for  the  purpose  of  securing  sites 
and  building  plants.  These  loans  may 
be  made  in  amounts  up  to  $250,000  for 
each  small-business  concern  benefited. 


In  that  way  the  loan  limit  is  multiplied 
by  the  number  of  small-business  con¬ 
cerns  which  will  benefit  from  the  loan. 

What  is  the  justification  for  the  Gov¬ 
ernment’s  going  into  this  field?  There 
is  no  private  financial  institution  de¬ 
signed  to  make  loans  for  equity  capital 
on  a  long-term  basis  as  small  businesses 
so  often  need,  and  as  is  so  often  neces¬ 
sary  for  their  preservation.  So  the  Gov¬ 
ernment,  if  it  wants  to  see  that  small 
business  is  preserved  in  the  free  enter¬ 
prise  system  must  give  them  some  help. 

Are  we  justified  in  doing  this?  Inde¬ 
pendence  has-been  a  great  word  in  this 
country  since  1776.  The  small-business 
.enterprise  in  America  is  just  as  Ameri¬ 
can  as  that  declaration  that  announced 
our  independence.  If  you  want  to  con¬ 
tinue  as  we  have  continued,  if  you  want , 
to  open  the  door  of  opportunity  to  all 
who  are  willing  to  knock  at  it  and  to 
profit  by  it,  you  must  preserve  small 
business.  I  think  there  could  be  nothing 
more  justifiable  than  these  loans  by  the 
Government  to  preserve  the  institutions 
that  have  made  America  great,  that  have 
formed  the  character  of  its  people,  and 
that  have  carried  out  our  aspirations 
and  our  hope.  They  are  part  of  our  na¬ 
tional  economy,  they  are  part  of  the 
national  life  of  America,  they  are  part  of 
the  opportunity  that  is  given  to  every 
young  man  to  go  into  business  for  him¬ 
self  and  to  profit  as  his  character  and 
ability  permit.  That  is  something  it 
seems  to  me  that  should  be  preserved, 
and  I  feel  that  this  bill  is  essential  to 
their  preservation.  There  is  no  doubt 
but  that  in  a  competitive  field  the  small- 
business  man  is  at  a  great  disadvantage. 
He  cannot  get  this  kind  of  credit. 

The  big  institution  that  is  nationally 
known,  that  has  a  financial  status,  that 
attracts  the  investing  public  to  buy  its 
debentures  and  obligations,  has  no 
trouble  in  acquiring  this  character  of 
capital  and  of  reserves.  The  small-busi¬ 
ness  man  cannot  get  that  support.  He 
has  no  established  credit  with  the  public. 
He  must  go  to  his  bank.  If  he  wants  a 
20-year  loan  his  bank  cannot  make  it. 
His  bank  cannot  make  a  20-year  loan 
except  on  one  subject  and  that  is  a  mort¬ 
gage  on  the  home. 

These  loans  are  for  20  years,  with  a 
renewal  opportunity  of  10  more  years. 
The  loans  that 'are  to  be  made  to  the 
development  companies  for  the  acquisi¬ 
tion  of  sites  and  the  building  of  plants 
are  for  10  years  plus  the  period  of  con¬ 
struction  This  is  something  that  the 
small-business  man  needs.  The  ques¬ 
tion  is  whether  you  want  to  preserve 
him.  I  think  you  do.  I  know  this  will 
cost  the  Government  but  very  little. 

I  remember  when  we  organized  the 
Home  Owners  Loan  Corporation  we 
made  over  $2  billion  of  loans  to  the  home 
owners  at  the  time  of  the  deepest  depres¬ 
sion  in  1933  and  the  following  years. 
It  saved  the  homes  of  many  millions  of 
persons.  We  made  over  a  million  loans 
and  that  must  have  saved  the  homes  of 
5  million  people.  When  the  Home  Own¬ 
ers  Loan  Corporation  liquidated  they  put 
14  million  dollars  into  the  Treasury  of 
the  United  States. 

The  loans  provided  for  in  this  bill  are 
good  loans  for  good  people,  patriotic  peo¬ 


ple,  who  have  their  own  interest  and  the 
interest  of  the  Government  at  heart.  I 
am  sure  every  businessman  in  America 
wants  to  pay  his  obligations. 

The  funds  cannot  be  obtained  except 
by  an  appropriation  of  $250  million. 
This  will  be  paid  back  into  the  Treasury 
as  these  new  small-business  investment 
companies  grow  and  prosper. 

I  ask  you  to  vote  for  the  bill  and  I 
think  you  will  take  great  pleasure  in 
doing  so. 

Mr.  KILBURN.  Mr.  Chairman,  I  yield 
myself  such  time  as  I  may  desire. 

Mr.  Chairman,  I  am  against  this  bill. 
I  am  against  the  principle  of  it  because 
no  matter  how  many  investment  com¬ 
panies  the  money  goes  through  the  Fed¬ 
eral  Government  is  furnishing  money  for 
risk  capital.  I  do  not  think  we  have  ever- 
done  that  before.  We  certainly  did  not 
do  that  in  the  Home  Owners  Loan  case. 
We  had  the  house  as  security  and  if  the 
people  could  not  pay  up  we  would  take 
the  house.  Here  the  Government  is  put¬ 
ting  money  into  risk  capital  in  connec¬ 
tion  with  a  large  or  small  business.  If 
the  business  makes  good  the  business 
takes  the  profit;  if  it  loses  money  the 
Government  takes  the  loss.  That  is  why 
I  am  against  this  bill. 

Mr.  Chairman,  I  yield  10  minutes  to 
the  gentleman  from  Indiana  [Mr.  Hal- 
leck]. 

Mr.  HALLECK.  Mr.  Chairman,  un¬ 
like  my  colleague  who  just  preceded  me, 
I  shall  support  this  bill  and  vote  for  it 
on  final  passage.  However,  as  I  said  in 
the  brief  remarks  I  made  on  the  rule, 
there  is  a  provision  in  here  that  I  just 
think  is  completely  unnecessary  and 
should  be  taken  out  of  the  bill. 

Before  I  go  further,  because  some  of 
you  may  not  have  been  here,  the  provi¬ 
sion  to  which  I  refer  is  an  arrangement 
by  which  these  charters  of  these  private 
corporations  will  be  issued  by  the  Federal 
Government  here  in  Washington,  which 
simply  means  that  if  a  group  of  indi¬ 
viduals  in  your  State  or  in  mine  want  to 
get  one  of  these  charters,  they  come 
down  here  to  Washington  to  get  it,  hire 
lawyers  here  in  the  District  and  proceed 
with  the  incorporation  here. 

I  say  that  there  is  plenty  of  authority 
in  the  States  to  carry  on  that  operation. 
I  checked  with  my  own  secretary  of  state 
out  in  Indianapolis  this  morning  who 
tells  me  that  our  law  is  most  adequate; 
that  they  already  have  a  staff  of  4  men 
there  in  the  secretary  of  state’s  office 
and  that  they  can  issue  all  of  the  char¬ 
ters  that  anybody  out  in  Indiana  may 
want. 

The  ostensible  reason  for  putting  this 
provision  in  the  bill  is  found  in  the  com¬ 
mittee  report  at  the  bottom  of  page  6 
running  over  to  the  top  of  page  7,  which 
says  this : 

Your  committee  has  provided  for  a  termi¬ 
nation  date  (June  30,  1961)  of  the  author¬ 
ity  of  SBA  to  charter  small -business  invest¬ 
ment  companies.  Thereafter  such  companies 
must  be  chartered  under  State  law  and 
may  be  given  permission  to  operate  under 
this  program  provided  they  qualify  and  are 
approved  by  the  SBA. 

Of  course,  obviously,  before  the  Gov¬ 
ernment  down  here  is  going  to  let  them 
have  the  money,  they  have  to  establish 
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that  they  are  entitled  to  the  money. 
Then  the  committee  in  the  report  says 
this: 

Within  3  years  all  States  should  he  In  a 
position  to  enact  the  necessary  enabling  leg¬ 
islation  to  permit  the  chartering  of  small- 
business  investment  companies  to  operate 
under  this  program;  consequently  the  char¬ 
tering  function  in  SBA  will  be  unnecessary 
after  June  30,  1961. 

Now,  then,  the  report  does  not  mention 
a  single,  solitary  State  that  does  not  have 
ample  statutory  authority  at  this  time, 
and  I  call  on  the  members  of  the  com¬ 
mittee  who  subscribe  to  this  report  to 
name  the  State  that  does  not  have  ade¬ 
quate  stautory  authority  at  this  time,  be¬ 
cause  I  will  promptly  call  up  the  secre¬ 
tary  of  state  of  that  State  to  find  out. 

This  matter  was  called  to  my  atten¬ 
tion  just  a  few  days  ago  by  different  peo¬ 
ple  around  the  country  who  are  members 
of  the  American  Bar  Association  and  on 
particular  committees  in  that  associa¬ 
tion  dealing  with  this  particular  prob¬ 
lem,  and  I  probably  can  best  get  at  what 
I  think  ought  to  be  done  here  by  reading 
to  you  a  letter  addressed  to  me  by  Mr. 
Charles  W.  Steadman,  of  the  Cleveland 
and  Washington  Bar  Associations,  con¬ 
firmed  by  one  of  the  eminent  lawyers  in 
my  State  out  in  Indianapolis,  who  ad¬ 
dresses  me  in  these  words : 

Steadman  &  Collier. 

Washington,  D.  C.,  July  17, 1958. 
Hon.  Charles  A.  Halleck, 

House  Office  Building,  Washington,  D.  C. 

Dear  Mr.  Halleck:  This  letter  is  with  re¬ 
spect  to  certain  provisions  of  S.  3651,  which 
is  pending  before  the  House,  and  X  am  pre¬ 
senting  this  to  you  as  the  representative  and 
on  behalf  of  the  American  Bar  Association. 

Section  301  of  S.  3651  provides  for  the  Fed¬ 
eral  rather  than  the  State  incorporation  of 
the  small-business  investment  companies 
which  would  operate  under  this  bill.  These 
so-called  small-business  investment  com¬ 
panies  would  be  business  enterprises  organ¬ 
ized  for  the  purpose  not  of  lending  money  to 
small  business,  such  as  banks  or  other  lend¬ 
ing  institutions  might  do,  but  for  the  pur¬ 
pose  of  investing  in  small  businesses  to  pro¬ 
vide  equity  capital-  The  American  Bar  Asso¬ 
ciation  has  taken  an  official  position  opposing 
such  Federal  incorporation  provisions.  The 
reasons  for  this  opposition  are  embodied  in 
my  memorandum  of  July  7,  1958,  which  ac¬ 
companies  this  letter. 

I  have  a  copy  of  that  memorandum, 
and  I  shall  include  it  with  my  remarks. 
The  memorandum  is  as  follows: 

S.  3651  has  passed  the  Senate  and  is  pend¬ 
ing  before  the  House.  It  is  a  bill  intended  to 
provide  financial  assistance  to  small  business 
and  among  other  things  for  the  establish¬ 
ment  pf  ‘‘small-business  investment  com¬ 
panies.”  By  virtue  of  section  301  these  com¬ 
panies  would  be  Federal  rather  than  State 
corporations.  They  would  be  created  in  the 
exercise  of  broad  discretionary  powers  by  the 
Small  Business  Administration,  which  would 
issue  a  charter  after  having  approved  the 
articles  of  incorporation. 

The  apparent  objective  of  section  301  is  to 
give  the  Small  Business  Administration  con¬ 
trol  over  the  form  of  organization  of  small- 
business  investment  companies  as  a  requisite 
to  their  qualifying  to  do  business  and  receive 
the  benefits  of  the  act.  There  may  be  con¬ 
siderable  question  as  to  whether  this  is  de¬ 
sirable  to  the  extent  contemplated  by  the 
bill.  Certainly,  even  if  it  were  desirable,  the 
method  selected  for  its  accomplishment 
raises  some  very  disturbing  questions. 

The  same  problems  are  present  here  that 


were  discerned  in  the  suggestions  made  in 
the  past  for  congressional  legislation  which 
would  have  provided  for  Federal  incorpora¬ 
tion  of  business  enterprises.  Such  sugges¬ 
tions  have  never  found  favor.  It  has  been 
opposed  for  the  same  principal  reasons  that 
hold  it  to  be  undesirable  and  stand  in  oppo¬ 
sition  to  section  301  in  this  instance.  These 
are :  ( 1 )  Such  legislation  is  an  encroachment 
upon  the  historical  and  traditional  power 
and  authority  of  the  States  over  the  incorpo¬ 
ration  of  business  enterprise;  (2)  it  raises 
serious  constitutional  questions  respecting 
powers  reserved  to  the  States  and  those  dele¬ 
gated  to  the  Federal  Government;  and  (3) 
it  is  unnecessary  for  achieving  the  objectives 
of  the  bill. 

Let  us  examine  each  of  these  points. 

1.  Federal  incorporation  of  business  in¬ 
fringes  upon  a  field  historically  governed  by 
the  laws  of  the  States,  and  State  incorpora¬ 
tion  and  administration  is  preferable.  The 
creation  ;of  business  corporations,  the  form 
of  their  organization,  and  the  conduct  of 
their  internal  affairs  has  historically  and 
traditionally  been  governed  by  the  laws  of 
the  States.  The  whole  body  of  corporate  law 
in  America  has  developed  upon  this  basis^ 
It  would  be  unwise  to  disturb  these  concepts 
that  have  become  such  an  important  part  of 
American  commercial  life.  Such  would  be 
the  result  arising  from  the  introduction  of  a 
new  corporate  creature  coming  into  existence 
under  Federal  charter.  There  would  be  no 
certainty  what  rule  of  law  would  govern  an 
action  of  a  Federal  corporation,  the  creation 
of  which  is  authorized  by  section  301  in  the 
multitude  of  circumstances  which  are  there 
left  without  rule  or  direction,  except  perhaps 
for  rules  that  might  be  devised  by  the  Small 
Business  Administration  in  its  discretion. 
Section  301,  it  will  be  observed,  contains  only 
the  barest  statement  of  what  the  articles  of 
incorporation  shall  contain  and  of  powers 
which  this  Federal  corporation  would  have. 
What  is  to  happen  with  respect  to  the  re¬ 
maining  questions  which  arise  in  the  con¬ 
duct  of  corporate  enterprise  is  wholly  un¬ 
known.  To  create  such  uncertainty  would 
be  unwise.  The  corporate  laws  of  the  States 
developing  over  a  period  of  many  years  deal 
fully  with  these  matters. 

Federal  incorporation  of  business  enter¬ 
prise  here  would  provide  a  dangerous  prec¬ 
edent,  and  Would  be  a  broadening  of  Federal 
authority  in  a  field  of  law  where  the  author¬ 
ity  of  the  States  has  functioned  effectively 
and  well.  The  administration  of  corporate 
laws  has  developed  in  the  States  as  a  corre¬ 
lative  to  the  power  over  business  corpora¬ 
tions  which  they  have  historically  exercised. 
A  group  of  administrators  has  grown  up  in 
each  State  under  the  secretaries  of  state 
skilled  in  the  administration  of  business  cor¬ 
poration  law,  and  this  work  is  being  com¬ 
petently  and  effectively  handled.  Presum¬ 
ably,  it  would  be  necessary  for  the  Small 
Business  Administration  to  duplicate  in.  a 
substantial  measure  work  that  is  already  be¬ 
ing  done  very  well  by  the  States,  and  which 
the  States  are  better  qualified  to  do.  Here  it 
would  seem  to  be  necessary  for  the  Small 
Business  Administration  to  establish  a  staff 
to  administer  these  incoporation  provisions 
of  the  act,  and  ultimately  to  deal  with  all 
manner  and  kind  of  problems  relating  to 
incorporation  which  are  completely  unre¬ 
lated  to  the  purposes  of  the  act. 

In  essence,  the  power  over  the  incorpora¬ 
tion  of  business  and  the  administration  of 
the  laws  governing  incorporation  are  local  in 
nature  and  can  best  be  left  as  the  responsi¬ 
bility  pf  the  States. 

Federal  incorporation  under  the  National 
Bank  Act  should  be  distinguished  from  the 
situation  at  hand.  There,  Federal  incorpora¬ 
tion  is  predicated  upon  a  special  and  limited 
circumstance  unrelated  to  the  situation  con¬ 
templated  by  S.  3651.  Small-business  in¬ 
vestment  companies  would  not  be  banking 
institutions  in  the  sense  of  those  encom¬ 


passed  by  the  National  Bank  Act.  These 
small-business  investment  companies  would 
be  business  enterprises  to  provide  equity 
capital  for  small  business,  and  not  lending 
organizations  in  the  traditional  concept  of 
banking. 

2.  Constitutional  considerations:  There 
are  some  very  serious  constitutional  objec¬ 
tions  which  may  be  made  to  any  legislation 
which  provids  for  Federal  incorporation  of 
business  enterprises.  As  has  been  pointed 
out  above,  the  power  and  authority  concern¬ 
ing  the  creation  of  business  corporations  has 
been  historically  and  traditionally  exercised 
by  the  States  and  governed  by  their  laws. 
In  this  posture  it  would  appear  that  this  is 
one  of  the  powers  reserved  to  the  States  un¬ 
der  the  Constitution,  and  it  seems  highly 
doubtful  that  the  Constitution  delegates  to 
the  Federal  Government  power  in  the  area  of 
incorporation  of  business  enterprise. 

3.  There  is  no  necessity  for  Federal  incor¬ 
poration:  The  achievement  of  the  major  pur¬ 
poses  of  this  bill  is  not  dependent  upon 
small -business  investment  companies  being 
incorporated  as  Federal  rather  than  State 
entities.  Section  301  is  not  germane  to  the 
purposes  of  S.  3651.  There  is  nothing  that 
is  contemplated  by  the  proposed  legislation 
which  cannot  be  accomplished  through  such 
companies  being  incorporated  under  State 
laws.  It  may  be  that  section  301  of  S.  3651 
in  providing  that  they  would  be  chartered  by 
the  Small  Business  Administration  ‘‘in  the , 
absence  of  appropriate  State  law,”  is  derived 
from  an  assumption  that  State  incorporation 
laws  might  not  permit  the  incorporation 
of  such  investment  companies. 

An  examination  of  this  matter  leads  me 
to  the  conclusion  that  such  an  assumption 
is  without  foundation  and  there  is  no  neces¬ 
sity  for  this  provision  in  section  301,  there¬ 
fore,  no  need  for  such  other  provisions  of 
the  bill  that  augment  section  301.  If  it  is 
considered  to  be  desirable  for  the  Small  Busi¬ 
ness  Administration  to  have  some  supervision 
over  the  internal  character  and  form  which 
such  a  corporation  should  have  in  order  to 
qualify  for  doing  business  under  the  act, 
this  can  be  readily  achieved  by  other  means. 
Reasonable  standards  can  be  drawn  with 
which  such  investment  companies  would  be 
required  to  comply.  Certification  by  the 
Administration  when  it  is  satisfied  that  an 
investment  company  incorporated  under¬ 
state  law  is  properly  qualified  could  estab¬ 
lish  that  fact.  Such  certification  would  then 
make  the  investment  company  eligible  for 
the  loans  and  special  tax  benefits  which  this 
legislation  would  confer.  It  would  not,  how¬ 
ever,  be  necessary  in  any  sense  for  the  Small 
Business  Administration  to  have  the  power 
to  create  the  corporation.  This  could  and 
should  be  left  to  the  law  of  the  State  in 
which  such  an  enterprise  would  become  in¬ 
corporated. 

In  conclusion,  let  me  reiterate  that  Fed¬ 
eral  incorporation  of  business  enterprise 
would  set  a  dangerous  precedent.  It  would 
infringe  upon  a  field  of  law  well  governed 
and  administered  by  the  States  under  powers 
reserved  to  them.  Constitutional  issues 
make  incorporation  of  business  by  the  Fed¬ 
eral  Government  unwise.  Moreover,  there  is 
no  need  to  provide  for  the  Federal  incorpo¬ 
ration  of  small-business  investment  com¬ 
panies  as  suggested  in  this  proposed  legisla¬ 
tion.  And,  insofar  as  I  can  find,  no  one 
has  come  forward  to  show  such  a  need.  Any 
such  showing,  and  I  do  not  think  one  can 
be  made,  ought  to  be  one  of  the  most  com¬ 
pelling  nature  before  Federal  incorporation 
should  be  favorably  considered. 

May  I  respectfully  suggest,  therefore,  that 
S.  3651  be  amended  to  give  recognition  to 
the  objections  made  here. 

Respectfully  submitted  for  the  American 
Bar  Association. 

Charles  W.  Steadman. 

July  7,  1958. 
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The  letter  continues: 

There  seems  to  be  a  misunderstanding 
with  respect  to  there  being  a  need  for  Fed¬ 
eral  enabling  legislation  to  provide  for  Fed¬ 
eral  rather  than  State  incorporation  of  the 
small-business  investment  companies  con¬ 
templated  by  S.  3651.  There  is  no  need  for 
such  Federal  enabling  legislation.  The 
American  Bar  Association,  through  the  re¬ 
search  facilities  of  the  American  Bar  Foun¬ 
dation  has  examined  this  point  very  care¬ 
fully.  As  a  result  of  this  study  this  con¬ 
clusion  was  reached: 

While  the  statutes  are  of  varying  degrees 
of  general  adequacy,  there  is  none  as  brief 
and  as  rudimentary  in  its  provisions  as  sec¬ 
tion  301  of  the  proposed  act.  There  is  none 
of  the  52  acts  that  is  not  adequate  for  the 
creation  of  a  business  corporation  including 
the  small -business  investment  companies. 

There  is,  therefore,  no  reasonable  excuse 
for  encroaching  upon  a  power  which  the 
Constitution  has  reserved  to  the  States, 
namely  the  incorporation  and  chartering  of 
business  enterprises. 

Section  301  has  a  termination  date  of 
June  30,  1961,  for  such  Federal  chartering. 
All  small-business  investment  companies  or¬ 
ganized  after  this  date  would  be  chartered 
under  State  law. 

House  Report  No.  2060  and  Senate  Report 
No.  1652  indicate  that  this  3-year  period 
during  which  small-business  investment 
companies  could  be  organized  under  Federal 
charter,  was  included  in  the  bill  upon  the 
supposition  that  within  the  3  years  so  pro¬ 
vided,  States  could  amend  their  corporation 
laws  to  provide  for  the  incorporating  of  the 
small-business  investment  companies  for 
operation  under  the  program  encompassed 
by  S.  3651.  These  two  reports  in  this  re¬ 
spect  support  the  Federal  incorporation  pro¬ 
vision  upon  some  supposed  omission  in  the 
corporation  laws  of  the  States,  and  thus  oh 
a  basis  of  need.  This  is  predicated  upon  a 
condition  contrary  to  the  fact. 

In  the  light  of  this  circumstance,  I  com¬ 
mend  to  you  on  behalf  of  the  American  Bar 
Association,  the  elimination  of  the  Federal 
incorporation  and  chartering  provisions  of 
S.  3651. 

In  order  to  accomplish  this  objective  it  is 
respectfully  urged  that  you  offer  the  amend¬ 
ments  to  S.  3651  which  are  set  forth  in  my 
memorandum  of  July  9,  1958,  which  is  also 
attached  to  this  letter. 

ft  may  be  suggested  that  legislation  for 
Federal  incorporation  which  is  limited  to  a 
3-year  period  would  not  be  harmful.  If  I 
may  venture  this  observation,  temporary 
legislation  all  too  often  becomes  permanent. 
That  such  is  likely  to  be  the  case  in  this 
instance  is  well  illustrated  by  the  remarks 
of  the  Honorable  'Wright  Patman  with  re¬ 
spect  to  S.  3651,  which  appear  at  page  12639 
of  the  Congressional  Record  for  July  15, 
1958.  Mr.  Patman  proposes  to  eliminate 
from  S.  3651,  the  temporary  3-year  provision 
for  Federal  incorporation  of  small-business 
investment  companies  and  to'  make  such 
Federal  chartering  a  permanent  feature  of 
this  legislation. 

It  would  not  burden  the  States  to  handle 
the  incorporation  of  these  small-business  in¬ 
vestment  companies.  An  assertion  to  the 
contrary  undoubtedly  arises  from  a  lack  of 
understanding  of  the  procedures  and  facili¬ 
ties  available  in  the  States  for  the  incorpo¬ 
ration  of  business  enterprises,  which  facili¬ 
ties  have  existed  since  the  early  years  of  this 
Republic.  The  secretary  of  state  in  each 
one  of  the  several  States  has  an  experienced 
staff  for  handling  the  incorporation  of  all 
kinds  of  business  enterprises.  These  facili¬ 
ties,  which  need  not  be  duplicated  in  the  Fed¬ 
eral  Government,  are  available  at  all  times, 
and  it  is  highly  inconceivable  that  any  un¬ 
reasonable  burden  would  be  placed  upon 
them  by  the  chartering  of  such  additional 
business  enterprises  as  may  be  engendered 
by  the  passage  of  this  legislation. 


Your  thoughtful  consideration  and  active 
cooperation  in  support  of  the  position  of 
the  American  Bar  Association  will  be  most 
highly  esteemed  and  is  solicited. 

Yours  very  sincerely, 

Charles  W.  Steadman. 

It  seems  to  me  that  that  is  a  well-rea¬ 
soned  and  entirely  justified  statement  as 
to  why  this  Federal  provision  is  not 
needed.  Certainly,  I  have  no  great  de¬ 
sire,  speaking  for  myself,  to  require  any 
of  my  constituents  out  in  Indiana  who 
may  want  to  create  one  of  these  com¬ 
panies  to  come  down  here  to  Washing¬ 
ton  to  get  their  charter.  I  would  just 
as  soon  have  that  business  taken  care  of 
in  Indiana.  Let  them  hire  their  lawyers 
out  there;  let  the  incorporation  be  made 
out  there.  After  they  get  their  incor¬ 
poration,  and  before  they  get  their  Fed¬ 
eral  money,  they  have  to  come  down 
here  and  establish  their  right  to  the 
money.  They  have  to  establish  that 
they  are  qualified,  that  they  are  compe¬ 
tent,  that  they  are  the  sort  of  people 
who  qualify  under  the  rules  and  regula¬ 
tions  that  would  be  created.  But  for  the 
life  of  me  I  cannot  see  why  we  need  to 
set  up  an  additional  function  here  in  the 
Government  in  Washington,  additional 
bureaucracy,  additional  expense,  when 
the  States  themselves  already  have  the 
statutes,  the  personnel,  the  skill,  the  fa¬ 
cilities  and  everything  else  to  do  what¬ 
ever  needs  to  be  done. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gen¬ 
tleman  from  Georgia  [Mr.  Brown]. 

(Mr.  BROWN  of  Georgia  asked  and 
was  given  permission  to  revise  and  ex¬ 
tend  his  remarks.) 

Mr.  BROWN  of  Georgia.  Mr.  Chair¬ 
man,  the  House  today  is  paving  the  way 
for  a  new  type  of  private  financial  insti¬ 
tution,  to  fill  a  gap  in  our  existing  finan¬ 
cial  system.  Small  businesses  urgently 
need  equity-type  capital  and  long-term 
loans,  and  this  bill  will  foster  a  new  sys¬ 
tem  of  investment  companies,  privately 
owned,  to  help  meet  this  need. 

This  bill  has  been  developed  in  a  spirit 
of  harmouy  and  compromise,  with  help 
from  the  Federal  Reserve  Board,  the 
Small  Business  Administration,  other 
Government  agencies,  and  many  seg¬ 
ments  of  private  industry.  For  example, 
the  American  Bankers  Association  rec¬ 
ognized  the  need  for  stimulating  the  flow 
of  equity  capital  to  small  business,  and 
appointed  a  special  committee  to  deter¬ 
mine  how  this  could  be  done,  consistent 
with  the  principles  of  free  enterprise  and 
sound  financing  practice.  This  commit¬ 
tee  prepared  a  report  recommending  es¬ 
tablishment  of  a  system  along  substan¬ 
tially  the  same  lines  as  those  embodied  in 
the  bill  we  are  considering  today.  I  am 
happy  to  say  that  one  of  my  constituents, 
Mr.  Monroe  -Klmbrel,  executive  vice 
president  of  the  First  National  Bank  of 
Thomson,  Ga.,  and  chairman  of  the 
committee  on  Federal  legislation  of  the 
American  Bankers  Association,  served  on 
this  committee.  This  is  a  splendid  exam¬ 
ple  of  public-spirited  citizens  working  to 
improve  our  economy,  and  this  commit¬ 
tee  and  the  other  groups  of  private  citi¬ 
zens  who  "have  worked  hard  to  perfect 
this  proposal  deserve  our  warmest 
thanks. 
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There  is  a  basic  difference  between  this 
bill  and  the  regular  business  loan  pro¬ 
gram  of  the  Small  Business  Administra¬ 
tion.  That  program  involves  short-term 
and  intermediate-term  loans.  For  the 
most  part,  needs  for  this  type  of  credit 
are  met  by  commercial  banks.  To  avoid 
Government  competition  with  these  pri¬ 
vate  financial  institutions,  SBA’s  regular 
small-business  loans  are  limited  to  cases 
where  the  applicant  cannot  get  a  loan  on 
reasonable  terms  from  sources  other 
than  SBA.  Most  of  SBA’s  loans  are 
made  in  participation  with  commercial 
banks;  but  in  cases  where  no  participa¬ 
tion  is  available,  SBA  may  make  a  direct 
loan  to  a  small-business  concern. 

Under  this  bill,  on  the  other  hand, 
there  will  be  no  direct  Government  lend¬ 
ing  to  small-business  concerns.  The  bill 
will  promote  the  establishment  of  pri¬ 
vate  investment  companies  for  that  pur¬ 
pose.  The  Government’s  role  will  be 
limited  to  chartering  these  institutions, 
supervising  them,  and  supplying  part  of 
the  funds  they  will  need.  SBA  will  fur¬ 
nish  up  to  $150,000  to  help  a  small-busi¬ 
ness  investment  company  in  getting 
started;  this  will  be  done  by  SBA  taking 
the  company’s  subordinated  debentures. 
In  addition,  SBA  may  make  a  loan  to  the 
company  of  up  to  one-half  of  the  com¬ 
pany’s  capital  and  surplus.  This  ar¬ 
rangement  provides  some  Government 
financial  help  for  these  companies,  but 
avoids  Government  ownership  of  any 
stock  in  them. 

These  private  investment  companies, 
in  turn,  will  furnish  capital  to  small  bus¬ 
inesses  by  purchasing  their  debenture 
bonds,  convertible  at  the  option  of  the 
investment  company  into  stock  of  the 
borrowing  concerns.  At  the  same  time, 
the  borrowing  concern  will  be  required 
to  buy  stock  in  the  investment  com¬ 
pany  in  an  amount  ranging  from  2  per¬ 
cent  to  5  percent  of  the  capital  so  pro¬ 
vided.  Thus,  a  steady  flow  of  private 
capital  into  the  investment  company  is 
assured,  so  that  in  time  all  Government 
funds  may  be  repaid  and  the  company 
will  be  financed  completely  by  private 
sources. 

As  an  alternative  to  supplying  capital 
through  buying  convertible  debentures, 
the  new  small-business  investment  com¬ 
panies  may  also  make  long-term  loans  to 
small -business  concerns.  This  alterna¬ 
tive  is  necessary,  particularly  for  unin¬ 
corporated  businesses.  Maturities  of 
these  loans  could  range  up  to  20  years. 
The  loans  must  be  of  such  sound  value, 
or  so  secured,  as  reasonably  to  assure  re¬ 
payment;  this  same  standard  applies  to 
SBA  business  loans  today. 

I  am  sure  all  Members  will  agree  that 
we  must  maintain  an  economic  climate 
in  this  country  in  which  small,  inde¬ 
pendent  businesses  may  grow  and  flour¬ 
ish.  We  are  hampered  today  in  our  ef¬ 
forts  to  reach  this  goal  because  no  ade- 
quaet  source  of  long-term  loans  and 
equity  financing  exists  for  small  busi¬ 
ness.  This  bill  represents  a  reasoned, 
practical  approach  toward  meeting  this 
need.  I  urge  all  Members  to  support  it. 

Mr.  KILBURN.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
California  [Mr.  McDonough!. 
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(Mr.  McDONOUGH  asked  and  was 
given  permission  to  revise  and  extend 
his  remarks.) 

Mr.  McDONOUGH.  Mr.  Chairman 
and  members  of  the  committee,  I  doubt 
if  there  is  anyone  who  does  not  feel 
friendly  to  small  business  and  who  does 
not  want  to  do  anything  that  is  possible 
to  stimulate  its  activity  and  the  economy 
of  this  Nation.  I  think  every  precaution 
that  can  be  placed  in  legislation  that 
controls  the  financing  of  small  business 
should  be  provided  in  the  legislation.  I 
cannot  disagree  with  my  colleague,  the 
gentleman  from  Indiana,  who  believes 
that  the  State  ought  to  be  the  source 
from  which  these  agencies  should  be 
chartered,  because  if  there  is  control  at 
the  local  level,  the  State  officials  know 
these  communities  better  than  the  Fed¬ 
eral  Government  and  there  is  much  bet¬ 
ter  cooperation  and  coordination.  Where 
Federal  funds  are  involved,  there  should 
be  that  precaution.  I  do  not  know  how 
many  States  do  not  have  that  authority. 
I  doubt  that  there  are  many  who  do  not 
have  that  authority.  However,  the  re¬ 
port  indicates  there  are  some  1,800  com¬ 
munities  in  the  United  States  that  do 
have  industrial  development  corpora¬ 
tions  where  they  obtain  funds  from  local 
financial  sources  to  expand  and  promote 
small  business.  This  bill  supplements 
that  by  providing  Federal  funds  for  that 
purpose.  There  are  several  safeguards. 
The  loans  are  protected.  In  the  bill  the 
loans  must  be  such  that  cannot  be  ob¬ 
tained  from  another  source.  The  local 
financial  houses  have  to  be.  thoroughly 
canvassed  and  the  institution  that  is  fi¬ 
nanced  must  also  be  a  going  concern  so 
that  we  are  not  attempting  to  use  any 
Federal  funds  or  any  help  for  small 
business  that  is  a  fly-by-night  affair. 
The  report  on  the  bill  contains  a  survey 
that  was  made  by  the  Federal  Reserve 
Board  which  I  think  is  very  significant 
and  revealing  as  to  the  need  for  this  type 
of  finnancing,  in  addition  to  direct  loans, 
we  provide  in  the  Small  Business  Admin¬ 
istration. 

Another  point  about  the  bill  is  that 
it  does  not  add  a  new  bureau  to  the  al¬ 
ready  growing  bureaus  and  Government 
corporations.  There  is  only  one  Deputy 
Administrator  to  be  added  and  that  is 
not  too  much  for  the  job  that  he  will 
have  to  perform.  I  do  not  think  that 
there  is  much  opposition  to  the  bill.  I 
think  it  will  help  the  industrial  economy 
and  promote  and  expand  small  business. 
I  urge  approval  of  the  billT 

Let  me  read,  from  the  report  on  the 
bill  the  following  pertinent  parts  of  the 
bill  which  describe  the  functions: 

NEED  FOR  LEGISLATION 

Prom  time  to  time  during  the  last  25  years 
the  Congress  has  considered  proposals  to  aug¬ 
ment  existing  institutions  for  supplying 
capital  and  credit  to  small  businesses.  While 
many  bills  have  been  enacted  in  this  general 
area,  none  of  the  programs  established  to 
date  have  met  the  needs  of  small  business 
for  equity  capital  financing  or  long-term 
credit. 

Testimony  received  by  the  committee  from 
representatives  of  the  American  Bankers  As¬ 
sociation,  the  Committee  for  Economic  De¬ 
velopment,  and  the  United  States  Chamber 
of  Commerce,  as  well  as  the  testimony  re¬ 
ceived  from  the  Department  of  Commerce 
and  the  Small  Business  Administration  in¬ 


dicates  that  these  organizations  are  agreed 
that  there  is  real  need  for  a  program  de¬ 
signed  to  supply  long-term  and  equity-type 
financing  to  small  businesses.  These  wit¬ 
nesses  were  also  in  agreement  that  on  the 
whole,  short-term  and  intermediate  credit 
needs  of  small  businesses  are  being  satis¬ 
factorily  met  through  existing  financial  in¬ 
termediaries,  private  and  Government. 

A  recent  and  most  authoritative  study  of 
this  matter  was  made  by  the  research  staff  of 
the  Board  of  Governors  of  the  Federal  Re¬ 
serve  Board  with  the  knowledge  and  encour¬ 
agement  of  the  four  congressional  commit¬ 
tees  having  primary  interest — the  Banking 
and  Currency  Committees  and  the  Select 
Committees  on  Small  Business  of  both 
Houses  of  Congress.  House  Report  No.  1889 
(85th  Congress  2d  .sess.)  of  the  Select  Com¬ 
mittee  on  Small  Business  issued  on  June  17, 
1958,  also  covers  the  problems  of  small-busi¬ 
ness  financing. 

The  Federal  Reserve  Board's  study  on  the 
financing  problems  of  small  business  had 
several  objectives.  One  of  these  objectives 
was  to  assemble  information  bearing  on  the 
question  of  the  economy’s  facilities  serving 
these  needs. 

The  Board’s  study  found  that  the  financial 
needs  of  small  business  vary  among  different 
categories  of  small  concerns  and  that  such 
needs  are  most  complex.  Information  and 
data  compiled  clearly  indicated  that  most 
of  the  unsatisfied  demand  of  small  business 
is  for  long-term  loans,  equity,  or  equity-type 
credit.  The  commercial  banking  system  is 
not  prepared  or  designed  to  satisfy  needs  for 
equity  or  long-term  credit.  Traditionally 
their  operations  have  been  confined  to  short 
and,  to  a  limited  extent,  intermediate-term 
loans. 

As  indicated  by  the  Federal  Reserve 
Board’s  study,  the  unavailability  of  long¬ 
term  loan  and  equity  capital  is  clearly  one 
of  the  most  important  problems  of  small 
business  today.  Such  investment  capital 
must  necessarily  come  from  the  personal 
savings  of  the  people  and  most  of  these  sav¬ 
ings  are  going  into  existing  financial  inter¬ 
mediaries  such  as  our  large  insurance  com¬ 
panies,  savings  banks,  and  others  which  in 
turn  reinvest  these  funds.  The  question 
then  may  well  be  asked  why  these  institu¬ 
tional  investors  do  not  undertake  investment 
of  this  type. 

Institutional  investors  generally  are 
limited  by  law  in  the  choice  of  their  invest¬ 
ments.  When  these  institutions  can  exert 
judgment  in  the  matter  of  making  invest¬ 
ments  it  is  found  they  prefer  investing  their 
funds  in  those  securities  which  have  active 
national  markets.  Information  available  to 
the  committee  indicates  that  institutional 
investors  have  shown  little  desire  to  invest 
in  small  concerns  on  a  long-term  basis  and 
it  is  unlikely  that  their  investment  policies 
will  change  in  this  respect. 

The  business  loan  program  of  the  Small 
Business  Administration  is  limited  to  pro¬ 
viding  short-term  and  intermediate-term 
credit  when  such  loans  are  unavailable  from 
private  financial  institutions.  This  program 
does  not  provide  equity  financing.  The  Fed¬ 
eral  Government,  therefore,  at  this  time  has 
no  program  which  would  make  available 
long-term  loans  and  equity  capital  to  small 
business.  * 

Most  of  the  testimony  received  by  the 
committee,  and  in  particular  the  study  of 
this  problem  by  the  Federal  Reserve  Board, 
points  to  the  fact  that  there  is  a  real  need 
at  this  time  to  stimulate  the  availability  of 
capital  funds  to  small  business;  and  there  is 
a  gap  in  the  economy’s  present  financial  me¬ 
chanism  which  prevents  the  small  businesses 
of  the  country  from  obtaining  needed  long¬ 
term  and  equity-type  financing.  Your  com¬ 
mittee  believes  that  Federal  legislation  is 
needed  to  meet  this  problem.  The  bill  as  re¬ 
ported  is  designed  to  establish  a  sound  and 
effective  program  to  help  meet  the  long¬ 


term  capital  needs  of  small  business.  The 
bill  in  our  judgment  provides  for  a  carefully 
reasoned  and  needed  approach  to  a  hereto¬ 
fore  unchartered  field. 

ESTABLISHMENT  OF  A  SMALL  BUSINESS  INVEST¬ 
MENT  DIVISION  IN  THE  SMALL  BUSINESS 

ADMINISTRATION 

The  bill  would  establish  in  the  Small  Busi¬ 
ness  Administration  a  Small  Business  In¬ 
vestment  Division.  This  Division  would  be 
headed  by  a  Deputy  Administrator  who 
would  be  appointed  by  the  Administrator  of 
the  Small  Business  Administration.  All 
powers  which  would  be  conferred  by  the  act 
upon  the  administration  would  be  exercised 
by  the  Small  Business  Investment  Division; 
and  those  powers  which  would  be  conferred 
upon  the  Administrator  would  be  exercised 
by  him  through  the  Deputy  Administrator. 
The  Small  Business  Investment  Division 
would  be  a  semiautonomous  division  within 
the  Small  Business  Administration.  The 
new  functions  provided  for  in  the  bill  would 
be  separate  and  distinct  from  the  other 
functions  of  the  Small  Business  Adminis¬ 
tration. 

Appointment  and  confirmation  of  deputy 
administrator 

The  committee  seriously  considered  includ¬ 
ing  in  the  bill  a  provision  requiring  that  the 
Deputy  Administrator  appointed  to  head  the 
new  division  be  appointed  by  the  President 
and  confirmed  by  the  Senate.  It  believed 
that  such  a  method  of  selection  would  give 
added  stature  to  the  new  office  and  would 
place  the  Deputy  Administrator  in  a  stronger 
position  to  administer  the  provisions  of  the 
act  in  an  independent  manner.  The  com¬ 
mute,  however,  recognized  the  organizational 
problems  that  would  result  from  such  a  pro¬ 
vision  since  the  administration  already  has 
three  deputy  administrators  established  by 
law  who  are  appointed  by  the  administrator. 
Accordingly,  the  bill  would  provide  that  the 
new  deputy  administrator  should  likewise  be 
appointed  by  the  administrator. 

***** 
PROVISION  OF  FUNDS 

The  bill  would  provide  funds  for  the  pro¬ 
gram  by  authorizing  an  additional  $250  mil¬ 
lion  of  appropriations  to  the  existing  revolv¬ 
ing  fund  of  the  Small  Business  Administra¬ 
tion  which  was  established  by  the  Small  Busi¬ 
ness  Act  of  1953.  These  additional  funds, 
however,  could  be  used  only  to  carry  out  the 
purposes  of  the  Small  Business  Investment 
Act. 

The  Small  Business  Administration  obtains 
its  funds  through  annual  appropriations. 
The  committee  believes  that  funds  necessary 
to  carry  out  the  purposes  of  this  new  pro¬ 
gram,  which  would  be  administered  through 
a  division  within  the  Small  Business  Admin¬ 
istration,  should  .also  be  obtained  through 
annual  appropriations. 

SMALL  BUSINESS  INVESTMENT  COMPANIES 

Organization  of  small  business  investment 
companies 

The  Small  Business  Administration  (Small 
Business  Investment  Division)  would  be 
authorized  under  the  bill  to  charter  small- 
business  investment  companies.  This  au¬ 
thority  would  terminate  as  of  June  30,  1961, 
but  this  termination  would  have  no  effect 
upon  the  continuing  activities  of  any  small- 
business  investment  companies  chartered 
under  this  authority. 

The  bill  would  require  10  or  more  persons 
to  sign  the  articles  of  incorporation  of  the 
proposed  small-business  investment  com¬ 
pany  which  would  be  filed  with  the  Small 
Business  Administration.  Such  articles  of 
incorporation,  when  approved  by  SBA,  would 
establish  the  company  as  a  Federal  corpora¬ 
tion  with  the  usual  powers  necessary  to  do 
business  and  to  carry  out  the  purposes  for 
which  they  are  established.  In  issuing  any 
permit,  the  SBA  would  consider  (l)%the  need 
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for  small-business  financing  In  the  area 
where  the  proposed  company  is  to  operate; 
(2)  the  character  of  the  proposed  manage¬ 
ment  of  the  company;  (3)  the  number  of 
such  companies  already  formed  in  the  United 
States  and  the  volume  of  their  business;  and 
(4)  other  related  factors. 

Your  committee  has  provided  for  a  ter¬ 
mination  date  (June  30,  1961)  of  the  au¬ 
thority  of  SBA  to  charter  small-business  in¬ 
vestment  companies.  Thereafter,  such  com¬ 
panies  must  be  chartered  under  State  law 
and  may  be  given  permission  to  operate  un¬ 
der  this  program  provided  they  qualify  and 
are  approved  by  the  SBA.  Within  3  years  all 
States  should  be  in  a  position  to  enact  the 
necessary  enabling  legislation  to  permit  the 
chartering  of  small-business  investment 
companies  to  operate  under  this  program, 
consequently  the  chartreing  function  in 
SBA  will  be  unnnecessary  after  June  30,  1961. 

Capital  stock  requirements 

The  bill  would  require  that  each  small - 
business  investment  company  have  not  less 
than  $300,000  of  paid-in  capital  and  surplus 
before  commencing  business. 

In  order  to  encourage  the  formation  of 
small-business  investment  companies,  the 
SBA  is  authorized  to  provide  a  maximum  of 
$150,000  to  each  such  company  formed, 
through  the  purchase  of  subordinated  deben¬ 
tures.  These  subordinated  debentures  are  in 
fact  debt  obligations  of  the  company  occupy¬ 
ing  a  junior  position  to  other  debt  incurred 
by  the  company.  However,  in  applying  the 
following  three  limitations  in  the  act  the 
subordinated  debentures  would  be  treated  as 
paid-in  capital:  (1)  minimum  capital  re¬ 
quired  for  formation  of  investment  company, 

(2)  the  general  limitation  that  other  loans 
from  SBA  may  not  exceed  50  percent  of  paid- 
in  capital  and  surplus  of  the  company,  and 

(3)  the  limitation  that  loans  to  an  individual 
small-business  concern  may  not  exceed  20 
percent  of  the  capital  and  surplus  of  the 
investment  company. 

To  facilitate  further  the  formation  of 
small-business  investment  companies  the  bill 
would  authorize  national  banks  to  purchase 
stock  in  such  companies.  It  would  also  au¬ 
thorize  State  member  banks  and  nonmember 
insured  banks  to  purchase  such  stock,  where 
compatible  with  State  law.  However,  no 
such  bank  would  be  able  to  hold  shares  in 
these  companies  in  amounts  aggregating 
more  than  1  percent  of  the  bank’s  capital 
and  surplus. 

Your  committee  wishes  to  make  it  quite 
clear  that  the  bill  would  in  no  way  preclude 
other  types  of  institutions  from  purchasing 
Ntock  of  these  companies.  Their  ability  to  do 
so,  however,  would  depend  entirely  upon  ap¬ 
plicable  Federal  or  State  laws. 

SBA.  loans  to  investment  companies 

The  bill  would  also  authorize  the  SBA 
to  lend  money  to  a  small-business  investment 
company  on  terms  and  at  a  rate  of  interest 
established  by  the  Administration.  The  total 
amount  loaned,  however,  could  not  exceed 
50  percent  of  the  paid-in  capital  and  surplus 
of  such  company.  The  company  would  be 
authorized  to  borrow  additional  funds  from 
private  sources  under  conditions,  limitations 
and  regulations  as  the  SBA  may  prescribe. 

Your  committee  hopes  and:  expects  the 
major  portion  of  the  operating  funds  of 
these  companies  to  come  from  private 
sources.  On  the  other  hand  the  committee 
realizes  that  initially  a  greater  demand  will 
be  for  funds  from  the  Government  until  the 
experience  of  these  companies  and  their  suc¬ 
cess  have  been  proven. 

Equity-type  capital  for  small  businesses 

Small-business  investment  companies  are 
authorized  to  provide  equity-type  capital  to 
Small-business  concerns  through  the  pur¬ 
chase  of  convertible  debentures  which  shall 
contain  such  terms  and  interest  rates  as 
the  companies  fix  under  SBA  regulations. 


These  debentures  are  to  be  convertible  at  the 
option  6f  the  company  or  a  holder  in  due 
course,  up  to  and  including  the  date  of  call, 
into  stock  of  the  small-business  concern  at 
the  sound  book  value  of  such  stock  as  de¬ 
termined  at  the  time  the  debentures  were 
issued. 

■The  committee  believes  that  the  use  of  con¬ 
vertible  debentures,  which  has  been  de¬ 
veloped  to  a  high  dgree  in  recent  years  by 
many  large,  publicly  financed  companies,  is 
the  most  suitable  financing  instrument  for 
this  type  of  program.  This  type  of  deben¬ 
ture  is  attractive  to  speculative  investors 
who  want  an  opportunity  to  share  in  the 
future  prosperity  of  a  business  beyond  the 
fixed  claim  of  ordinary  debt.  In  view  of  the 
risk  inherent  in,  and  the  admittedly  experi¬ 
mental  nature  of  the  financing  which  this 
bill  seeks  to  encourage,  consideration  must 
be  given  to  encouraging  such  speculative 
investors. 

Before  an  investment  company  purchases 
any  such  convertible  debentures,  it  may  re¬ 
quire  the  small-business  concern  to  refi¬ 
nance  its  outstanding  indebtedness  so  that 
the  investment  company  is  the  only  holder 
of  indebtedness  of  such  concern.  Further¬ 
more,  to  protect  the  investment  company, 
such  small-business  concern  my  be  required 
to  agree  not  to  incur  further  indebtedness 
without  approval  of  the  investment  com¬ 
pany. 

Whenever  an  investment  company  pro¬ 
vides  capital  to  a  small-business  concern 
through  the  purchase  of  convertible  deben¬ 
tures,  such  concern  is  required  to  purchase 
stock  in  the  investment  company  in  an 
amount  equaling  from  2  to  5  percent  of  the 
amount  of  the  capital  provided,  as  estab¬ 
lished  by  SBA  regulation.  The  purpose  of 
this  stock-purchase  requirement  is  to  build 
up  the  investment  of  private  funds  and,  in 
due  course,  to  make  Federal  participation 
unnecessary. 

Loans  to  small-business  concerns 

Small -business  investment  companies  are 
authorized  to  make  loans  of  such  sound 
value,  or  so  secured,  as  reasonably  to  assure 
repayment  to  small-business  concerns,  both 
incorporated  and  unincorporated.  These 
loans  may  be  made  directly  or  in  partici¬ 
pation  with  other  lending  institutions.  The 
maximum  interest  rate  on  sucll  loans  is  to 
be  set  by  the  SBA.  The  maximum  maturity 
of  such  loans  is  20  years,  but  an  investment 
company  may  extend  the  maturity  of  a  loan 
for  an  additional  10  years  if  such  extension 
will  aid  in  the  orderly  liquidation  of  a  loan. 
If,  for  example,  a  company  grants  a  20-year 
amortized  loan  of  $20,000,  payable  in  annual 
$1,000  payments,  and  after  15  payments 
have  been  made  the  borrower  finds  it  im¬ 
possible  to  continue  payments  at  that  rate, 
the  company  would  be  free  to  reduce  the 
remaining  payments  and  extend  the  matur¬ 
ity  of  the  loan,  up  to  10  additional  years  so 
as  to  retire  the  balance  of  the  debt  at  the 
reduced  rate  of  payment.  The  company  pre¬ 
sumably  would  delay  granting  the  extension 
until  the  loan  matures,  but  the  existence 
of  this  extension  authority  would  permit  the 
accommodation  of  the  borrower,  in  appro¬ 
priate  cases,  during  the  life  of  the  loan. 

Without  approval  of  the  SBA,  the  total 
amount  which  a  small  business  investment 
company  may  lend  and  invest  in  a  single 
small-business  concern  may  not  exceed  20 
percent  of  the  combined  capital  and  surplus 
of  such  investment  company  (subordinated 
debentures  purchases  by  the  SBA  under  this 
bill  are  treated  as  part  of  capital  and  sur¬ 
plus  for  purposes  of  this  limitation). 

Mr.  BOW.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  McDONOUGH.  I  yield. 

Mr.  BOW.  Could  the  gentleman  tell 
us  the  number  of  employees  that  would 
be  required  under  the  investment  com¬ 


pany  charter?  How  many  new  people 
would  be  added  to  set  up  that  branch  of 
the  Small  Business  Administration? 

Mr.  McDONOUGH.  Does  the  gentle¬ 
man  mean  Federal  employees? 

Mr.  BOW.  Yes. 

Mr.  McDONOUGH.  I  do  not  antici¬ 
pate  any  Federal  employees,  because  if 
we  adopt  the  amendment  of  the  gentle¬ 
man  from  Indiana  it  would  be  the  local 
agencies  that  would  have  the  job  of 
issuing  these  charters. 

Mr.  BOW.  But  in  order  to  charter 
'those  companies,  to -set  up  the  new  divi¬ 
sion  and  to  do  the  chartering. 

Mr.  McDONOUGH.  That  I  could  not 
answer,  as  far  as  the  number  of  em¬ 
ployees  is  concerned.  Of  course,  if  we 
amend  the  bill  to  eliminate  the  Federal 
Charter  Investment  Corporation,  then 
we  would  not  have  that  problem  at  all. 

Mr.  BOW.  If  you  set  it  up,  you  will 
have  to  have  some  new  Government  em¬ 
ployees,  and  perhaps  to  police  the  cor¬ 
porations  that  have  been  set  up.  I  am 
wondering  if  the  gentleman  from  Indi¬ 
ana  [Mr.  Halleck]  is  not  correct,  that 
it  should  go  back  to  the  States  where  this 
provision  has  already  been  made. 

Mr.  McDONOUGH.  I  agree.  Other¬ 
wise  we  would  have  to  add  Federal  em¬ 
ployees  to  provide  for  issuing  these  char¬ 
ters  here  in  Washington.  I  agree  that 
the  State  agency  is  the  proper  level. 

I  yield. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  [Mr.  Mc¬ 
Donough]  has  expired. 

(Mr.  LANE  asked  and  was  granted 
permission  to  extend  his  remarks  at 
this  point.) 

Mr.  LANE.  Mr.  Chairman,  the  phe¬ 
nomenal  growth  of  big  business  is  a 
fact  known  to  almost  everyone.  The 
success-prestige  of  these  large  companies 
makes  it  easy  for  them  to  obtain  long¬ 
term  credit  and  equity  capital.  Big 
business  secures  part  of  the  money  for 
expansion  or  for  replacement  of  equip¬ 
ment  out  of  retained  earnings.  It  also 
obtains  equity  capital  by  selling  stock 
to  those  who  are  willing  to  become  share¬ 
holders  in  its  prospects.  In  addition,  it 
borrows  capital  on  a  long-term  basis  by 
selling  bonds  or  by  giving  notes  to  in¬ 
dividuals  or  other  institutions. 

Small  business  is  unable  to  raise  the 
money  it  requires  in  this  manner. 

In  the  development  of  our  economy, 
no  provision  has  been  made  to  supply 
this  essential  need  of  small  business. 

There  is  no  institutional  source  to 
which  small  business  may  turn  to  acquire 
the  necessary  capital. 

As  a  result,  there  are  many  obstacles 
in  the  way  which  constrict  the  opera¬ 
tions  of  small  business,  and  curtail  the 
functioning  of  regular  business  competi¬ 
tion. 

This  serious  lack,  and  various  possible 
remedies  for  it,  have  been  earnestly 
studied  by  the  Committee  on  Banking 
and  Currency  of  the  Senate,  and  by  the 
committee  of  the  same  name  in  the 
House. 

They  were  impressed  by  the  urgent 
necessity  for  broadening  present  bank¬ 
ing  facilities  in  order  to  make  capital 
loans  and  equity  capital  available  to 
small  enterprises.  In  this  conviction. 
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they  were  supported  by  similar  prob¬ 
lems  in  other  capitalistic  nations,  and 
the  steps  that  were  taken  to  open  up 
new  channels  of  financing  for  them. 

This  is  not  a  case  of  the  Government 
itself  going  into  the  banking  business.  It 
is  an  assist  from  the  Government  to  en¬ 
courage  the  development  of  new  insti¬ 
tutions  that  will  provide  the  lifeblood 
of  capital  for  small  businesses. 

S.  3651  will  stimulate  the  creation  of 
small-business  investment  companies, 
chartered  by  the  Small  Business  Admin¬ 
istration,  and  eligible  for  long-term 
loans  from  the  SBA.  State  and  local 
development  credit  corporations  will  also 
qualify  for  such  assistance. 

With  no  direct  contact  between  the 
Government  and  small  enterprises,  and 
with  a  minimum  of  Federal  activity, 
this  new  program  will  realize  the  follow¬ 
ing  objectives: 

First.  To  supplement,  rather  than  sup¬ 
plant,  existing  private  facilities. 

Second.  To  operate  under  a  simple 
and  flexible  organizational  structure. 

Third.  To  operate  and  be  accounted 
for  in  complete  separation  from  other 
Federal  small-business  programs. 

Fourth.  To  utilize  to  the  maximum 
possible  extent  the  facilities  of  State  and 
local  development  credit  corporations, 
and 

Fifth.  To  concentrate  upon  meeting 
the  equity  and  long-term  credit  needs 
of  small-business  concerns. 

The  consensus  of  opinion  among  wit¬ 
nesses  who  appeared  before  the  commit¬ 
tee  is  summed  up  in  the  words  of  Chair¬ 
man  William  McChesney  Martin  of  the 
Federal  Reserve  Board  who  advised: 
“That  there  is  room  for  a  Government 
program  to  foster  the  flow  of  private 
investment  funds  to  small  business.” 

It  is  obvious  that  existing  financial 
Institutions  in  the  United  States,  are 
not  designed  and  are  not  equipped  to 
meet  the  long-term  credit  and  equity 
needs  of  smaller  enterprises.  Commer¬ 
cial  banks  are  not  able  to  furnish  such 
financing;  their  function  lies  primarily 
in  short  and  intermediate-term  lend¬ 
ing;  they  do  not  supply  venture  capital 
or  long-term  credit.  The  present  finan¬ 
cial  institutions  which  do  provide  a 
source  of  venture  capital  are  not  able  to 
assist  smaller  firms.  The  cost  involved 
in  the  public  sale  of  securities  is  pro¬ 
hibitive  to  small-business  issuers. 

These  needs  can  be  met  by  the  estab¬ 
lishment  of  new  private  financial  insti¬ 
tutions.  S.  3651  will  fill  that  need. 

Most  of  us  believe  that  these  new  pri¬ 
vate  institutions  can  be  profitable.  This 
bill  is  designed  to  provide  Government 
impetus  and  assistance.  When  these 
purposes  have  been  served,  Federal  par¬ 
ticipation  can  be  eventually  retired. 

Small  businesses,  because  there  are  so 
many  of  them  are  the  foundation  of 
economic  enterprise. 

Adequate  financing  on  reasonable 
terms  must  be  provided  to  insure  their 
growth  and  development. 

S.  3651  is  a  carefully  considered  meth¬ 
od  to  fill  this  institutional  gap. 

Upon  all  the  evidence  available,  it  is 
well  worth  the  venture. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  New 
York  I  Mr.  Multer], 


(Mr.  MULTER  asked  and  was  granted 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  MULTER.  Mr.  Chairman,  this 
bill  that  comes  before  us  from  the  House 
Committee  on  Banking  and  Currency  is 
intended  to  fill  a  real  need.  All  who 
have  considered  the  matter,  whether 
bankers,  economists,  lawyers,  or  legis¬ 
lators,  agree  that  there  is  no  place  in 
our  economy  today  to  which  small  busi¬ 
ness  can  turn  for  help  in  order  to  get 
equity  or  risk  capital.  There  is  no  place 
where  small  business  can  go  to  get  a  20- 
year  loan.  The  bankers  concede  that 
existing  law  prohibits  that  in  most  in¬ 
stances.  In  any  event,  they  will  not 
advance  such  risk  or  equity  capital. 

At  the  outset  I  would  like  to  make 
clear  that  this  bill  is  not  intended  to 
take  the  place  of  any  other  program 
that  exists  today,  either  privately  or 
under  Government  sponsorship.  This  is 
a  supplementary  program  to  fill  a  need 
that  cannot  otherwise  be  filled.  The  bill 
of  course  treads  upon  new  ground.  It 
will  undoubtedly  be  required  to  follow 
uncharted  courses.  It  is  a  new  program. 
We  admit  and  recognize  that  it  is  ex¬ 
perimental  in  nature.  All  who  have 
studied  the  problem  concede  that  we 
must  do  something  for  small  business  in 
this  connection,  without  which  it  can¬ 
not  possibly  get  the  help  that  it  needs. 

Objection  has  been  raised  to  one  par¬ 
ticular  provision  of  the  bill.  We  are  told 
that  it  comes  from  the  American  Bar 
Association.  The  argument  that  was 
made  in  part  against  the  provision  of 
the  bill  for  the  national  chartering  of 
small  business  investment  companies 
that  are  called  for  in  this  bill  is  that  it 
is  going  to  take  business  away  from  the 
lawyers  back  home  and  bring  it  to  the 
lawyers  in  Washington.  Any  lawyer 
who  is  worthy  of  the  right  to  practice 
law  in  his  home  city  or  town  knows  that 
he  does  not  have  to  come  to  Washington 
to  form  a  Washington  corporation.  If 
he  has  had  the  slightest  corporate  ex¬ 
perience,  he  knows  that  he  did  not  have 
to  go  to  Delaware  to  form  a  Delaware 
corporation.  Lawyers  are  forming  Dela¬ 
ware  corporations  every  day  without  go¬ 
ing  there  and  without  hiring  .counsel  in 
Delaware.  The  same  is  true  of  the  Dis¬ 
trict  of  Columbia.  If  today  a  lawyer 
wants  to  form  a  new  corporation  in  the 
District  of  Columbia,  all  he  need  do  is 
prepare  his  certificate  of  incorporation 
and  send  it  not  to  a  local  lawyer  but  to 
the  Superintendent  of  Corporations  of 
the  District  of  Columbia.  If  his  papers 
are  in  order  they  will  be  filed,  the  su¬ 
perintendent  will  take  his  fee,  and  his 
company  is  incorporated.  It  is  no  dif¬ 
ferent  in  the  District  of  Columbia  than 
it  is  in  any  State  of  the  Union. 

So  this  figment  of  someone’s  imagina¬ 
tion,  that  some  lawyer  back  home  will 
lose  some  business  if  we  have  national 
charters  under  this  act  is  ridiculous. 

Another  point  that  is  raised  is  that 
this  provision  for  the  national  charter 
of  corporations  will  result  in  more  cor¬ 
porations  at  the  Federal  level  than  at 
the  State  level.  Let  me  point  out  to  you 
that  this  is  a  banking  function  that  you 
are  setting  up  under  this  bill.  Call  it  in¬ 
vestment  if  you  will,  call  it  what  you  will. 
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it  is  a  banking  function.  True,  the  banks 
up  to  the  present  time  have  not  entered 
into  this  field.  In  many  instances  that 
is  because  the  home  States  prevent  their 
entering  the  field;  in  other  instances  on 
the  national  level  the  Federal  statutes 
prevent  their  entry  into  this  field. 

We  have  had  a  dual  banking  system 
recognized  in  this  country  from  time  im¬ 
memorial:  We  have  commercial  banks 
on  the  State  level,  and  we  have  na¬ 
tional  commercial  banks  on  the  Federal 
level.  We  have  credit  unions — the  very 
smallest  financial  institutions  of  our 
country — on  the  State  level  and  on  the 
Federal  level.  They  are  organized  at 
their  choice  under  State  law  or  under 
Federal  law.  The  same  thing  is  true  of 
savings  and  loan  associations.  They  may 
be  organized  either  under  State  laws  or 
under  Federal  laws.  We  have  the  same 
situation  as  to  commercial  banks.  They 
organize  under  either  State  laws  or  the 
National  Banking  Act. 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Connecticut. 

Mr.  SEELY-BROWN.  I  wonder  if  the 
gentleman  will  address  himself  to  the 
other  argument  presented  by  the  gentle¬ 
man  from  Indiana  in  which  he  read  the 
letter  from  the  American  Bar  Associa¬ 
tion.  Do  you  know — and  I  am  asking  for 
information — do  you  know  of  any  State 
where  existing  State  law  does  not  permit 
the  charter  of  small-business  investment 
companies  as  envisioned  by  the  passage 
of  this  act? 

Mr.  MULTER.  It  is  my  belief  that 
there  are  a  number  of  such  States.  I 
cannot  name  the  States,  but  it  is  my 
opinion  that  there  are  very  few  States 
that  presently  permit  the  organization  of 
small  investment  companies  such  as  en¬ 
visioned  by  this  bill.  This  is  a  new  pro¬ 
gram.  Few,  if  any,  State  laws  ever  con¬ 
templated  this  type  of  business.  It  is  my 
considered  opinion  that  in  the  State  of 
New  York  you  could  not  heretofore  have 
organized  one  of  these  companies  which 
would  have  complied  with  its  banking 
statutes;  I  know  that  in  New  York,  you 
could  not  use  the  word  “investment”  as 
part  of  the  name  of  the  company  with¬ 
out  the  permission  of  the  State  banking 
department. 

But  let  me  as  a  further  answer  to 
that  question  call  your  attention  to  page 
981  of  the  hearings  before  our  Commit¬ 
tee  on  Banking  and  Currency.  There 
you  find  set  foi'th  the  proposed  admin¬ 
istration  bill  on  this  very  problem,  and 
in  Section  501  of  that  bill  we  find  this 
provision: 

SBA— 

The  Small  Business  Administration- 
can  make  loans  to  small  business  invest¬ 
ment  associations,  chartered  under  State  law 
or  (in  the  absence  of  State  authority)  by 
SBA. 

So  the  administration  in  preparing 
this  bill  recognized  the  fact  that  there 
must  be  some  States  that  would  not  per¬ 
mit  a  corporation  such  as  this  to  be 
organized  under  State  law. 

Mr.  SEELY-BROWN.  The  gentleman 
along  with  me  attended  all  the  hearings 
arid  heard  ail  the  testimony.  Was  there 
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any  testimony  whatever  indicating  the 
position  of  the  American  Bar  Associa¬ 
tion  on  this  particular  item? 

Mr.  MULTER.  There  was  not. 

Mr.  HALLECK.  Mr.  Chairman,  will 
the  gentleman  yield  at  that  point? 

Mr.  MULTER.  Let  me  first  yield  to 
the  gentleman  from  Georgia,  Mr. 
Brown,  please. 

Mr.  BROWN  of  Georgia.  Is  it  not 
true  that  the  American  Bankers  Asso¬ 
ciation  has  approved  this  bill  in  prin¬ 
ciple? 

Mr.  MULTER.  Not  only  in  principle, 
sir,  but  as  to  this  specific  provision  for 
national  charters.  Now,  we  did  not  fol¬ 
low  their  exact  recommendation  because 
they  had  a  slightly  different  provision 
as  to  the  three-year  period,  but  they 
approved  this  very  idea  of  national 
charters. 

Mr.  BROWN  of  Georgia.  I  would 
rather  have  the  approval  of  this  asso¬ 
ciation  than  the  approval  of  some  law¬ 
yers. 

Mr.  MULTER.  Let  us  put  it  this  way, 
that  the  American  Bar  Association  and 
the  banks  which  are  members  of  it  have 
some  mighty  good  lawyers  working  for 
them.  Had  any  of  those  lawyers  dis¬ 
covered  anything  wrong  with  this  pro¬ 
vision  we  would  have  heard  about  it. 

Let  me  answer  further,  and  I  think 
it  will  answer  the  question  the  gentle¬ 
man  from  Indiana  has  in  mind,  with 
reference  to  the  American  Bar  Associa¬ 
tion.  Where  have  they  been  all  this 
time?  This  matter  has  been  under 
study  for  a  long  time. 

In  the  other  body,  when  they  were 
considering  this  bill,  a  gentleman  by 
the  name  of  Mr.  Steadman,  the  same 
gentleman  who  wrote  to  the  distin¬ 
guished  gentleman  from  Indiana  [Mr. 
Halleck],  appeared  before  the  Senate 
committee  and  said: 

I  want  to  make  it  perfectly  clear  that  I 
am  appearing  here  this  morning  as  a  private 
individual,  principally  for  the  reason  that 
no  section  of  the  American  Bar  Association 
is  entitled  to  take  a  specific  stand  with  re¬ 
spect  to  any  legislation  until  such  has  been 
approved  by  the  board  of  governors. 

After  giving  his  testimony  in  which  he 
objected  to  this  provision,  his  attention 
was  called  to  the  fact  he  had  come  in 
at  the  last  minute  before  the  other  body 
to  make  this  objection.  As  a  matter  of 
fact  one  Member  of  the  other  body  said 
to  him :  “I  must  say  it  comes  with  rather 
bad  grace  to  the  bar  association,  al¬ 
though  this  is  not  the  bar  association 
but  merely  an  individual,  to  rush  in 
here  on  the  very  last  morning  of  the 
hearings  to  object  to  a  provision  that 
has  been  under  serious  consideration  for 
practically  a  year.” 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  New  York  has  expired. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
the  gentleman  3  additional  minutes. 

Mr.  MULTER.  Mr.  Chairman,  in  the 
other  body  the  chairman  of  the  Com¬ 
mittee  on  Banking  and  Currency  con¬ 
cluded  with  this  witness,  Mr.  Steadman, 
by  saying: 

We  are  going  into  executive  session  on  this 
bill  next  week.  Get  to  us  your  specific  ob¬ 
jection  or  proposed  amendments  so  that  we 
can  consider  them. 


Nothing  further  was  heard  from  the 
gentleman. 

We  did  not  start  hearings  on  this  bill 
before  the  House  Committee  on  Bank¬ 
ing  and  Currency  until  April  of  this 
year.  The  public  hearings  were  con¬ 
cluded  in  May  of  this  year.  I  say  to  the 
gentleman  who  raises  this  question  that 
no  member  of  the  bar  association,  and 
no  one,  speaking  for  the  American  Bar 
Association,  to  my  knowledge,  communi¬ 
cated  to  our  committee  a  single  such 
objection.  There  was  no  request  to  be 
heard  orally  and  no  request  to  incor¬ 
porate  in  our  record  anything  on  this 
subject. 

I  say  that  the  gentleman  from  Indiana 
is  wrong  when  he  says  that  this  bill 
requires  national  charters.  It  does  not. 
It  says  you  can  have  a  State  corporation 
which  will  qualify  under  this  act  if  the 
State  law  permits,  but  if  the  State  law 
does  not  permit  it  you  can  get  a  national 
charter.  In  either  event  if  it  qualifies, 
it  can  get  the  benefits  of  this  statute  and 
get  the  loans  that  are  available  to  such 
corporations  and,  in  turn,  be  enabled  to 
make  long-term  loans  and  investments 
in  small  businesses. 

Mr.  HALLECK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  Indiana. 

Mr.  HALLECK.  First  of  all,  I  would 
like  to  say  that  it  has  been  represented 
to  mey  in  respect  to  the  protest  of  the 
American  Bar  Association  and  their  rep¬ 
resentative  that  there  were  no  hearings 
held  on  this  bill.  I  made  inquiry  about 
that;  and  if  there  were  any  hearings  on 
this  legislation,  apparently  they  were  in 
connection  with  some  broad  overall  mat¬ 
ter  going  on  before  the  gentleman’s  com¬ 
mittee.  .1  do  not  believe  he  can  be 
charged  with  any  dereliction  in  that  re¬ 
gard. 

Mr.  MULTER.  Let  me  stop  the  gen¬ 
tleman  there.  This  bill  was  considered 
not  only  by  the  Banking  and  Currency 
Committee  of  both  Houses,  and  ample 
public  notice  was  given  to  all  concerned 
and  to  all  interested,  but  there  were 
special  hearings  on  this  very  problem 
conducted  by  the  House  Small  Business 
Committee.  They,  too,  were  amply  and 
fully  publicized. 

Mr.  HALLECK.  When  was  this  bill 
introduced? 

Mr.  MULTER.  The  Senate  bill? 

Mr.  HALLECK.  The  House  bill. 

Mr.  MULTER.  We  are  considering 
the  Senate  bill;  but  the  House  Com¬ 
mittee  on  Banking  and  Currency  con¬ 
sidered  the  Talle  bill  on  this  very  sub¬ 
ject,  it  considered  the  Multer  bill  on 
this  subject  and  the  Patman  bill  on  this 
subject,  and  I  think  4  of  5  other  bills, 
all  dealing  with  this  precise  subject. 

Hearings  were  held  on  all  of  those 
bills,  and  after  we  concluded  our  hear¬ 
ings  the  other  body  then  having  also  had 
similar  bills  before  it  brought  forth  this 
bill  as  a  composite  of  its  best  thinking  on 
these  bills.  We  considered  that  Senate 
bill  and  brought  it  here  with  our  amend¬ 
ments.  '  l 

.Mr.  HALLECK.  Of  course,  whether 
or  not  they  protested  at  that  time  does 
not  really  have  any  bearing  upon  the 
merits  of  the  problem  before  us.  That 
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is  something  that  we  have  to  decide. 
But,  again  I  insist  there  was  no  special 
legislation  that  would  have  alerted  any¬ 
one,  by  reasonable  care,  that  this  propo¬ 
sition  might  come  up. 

Secondly  I  would  like  to  say  this. 

Mr.  MULTER.  First  let  me  note  for 
the  Record  that  I  most  vigorously  dis¬ 
agree  with  the  last  statement  of  the 
gentleman. 

Mr.  HALLECK.  The  gentleman  spoke 
of  Mr.  Steadman’s  testimony  before  a 
committee  in  the  other  body. 

Mr.  MULTER.  Yes. 

Mr.  HALLECK.  What  was  the  date 
of  that  testimony? 

Mr.  MULTER.  That  was  on  May  2, 
1958. 

Mr.  HALLECK.  Now,  I  would  like  to 
say  to  the  gentleman  that  I  have  in  my 
hand  a  memorandum  with  these  words: 

With  respect  to  this  proposed  legislation 
the  American  Bar  Association  on  June  24, 
1958,  through  its  board  of  governors,  adopted 
the  following  resolution,  a  certified  copy  of 
which  is  attached  to  this  memorandum: 

“ Resolved ,  That  the  inclusion  in  any 
statute  adopted  by  the  Congress  of  the 
United  States  of  any  provision  requiring  or 
permitting  the  Federal  incorporation  of 
business  enterprises  should  be  opposed.” 

So,  it  is  an  official  action  of  the  Amer¬ 
ican  Bar  Association,  of  which  I  am 
proud  to  be  a  member,  may  I  say,  and 
for  which  association  I  have  a  high  re¬ 
gard. 

Mr.  MULTER.  I  have  a  high  regard 
for  the  association  and  its  membership 
and  its  board  of  governors,  but  again  I 
say  to  «you  that  that  is  action  by  its 
board  of  governors  and  not  by  the  mem¬ 
bership  at  large,  and  it  is  unfair  for 
them  to  come  in  with  that  kind  of  a 
resolution  after  all  of  the  hearings  are 
closed.  They  are  as  wrong  as  they  pos¬ 
sibly  can  be.  I  think  in  this  instance 
we  are  better  off  to  take  the  advice  and 
suggestion  of  the  lawyers  in  the  bank¬ 
ing  field,  acting  for  the  American 
Bankers  Association  and  the  banks,  and 
when  they  say  on  this  point  that  this  is 
good  legislation,  I  say  that  we  can  take 
their  word  for  it  and  go  along  with  them 
on  this  rather  than  with  the  board  of 
governors  of  the  American  Bar  Associa¬ 
tion. 

Mr.  KILBURN.  Mr.  Chairman,  I 
yield  1  minute  to  the  gentleman  from 
Indiana  [Mr.  Halleck]. 

Mr.  HALLECK.  Mr.  Chairman,  I 
would  just  like  to  again  point  out  that 
no  one  has  come  up  with  the  name  of  a 
State  that  lacks  sufficient  statutory  au¬ 
thority  to  grant  these  charters.  As 
against  that  we  have  the  definite  state¬ 
ment  of  the  American  Bar  Association 
as  the  result  of  a  study  made  by  the 
American  Bar  Foundation,  that  after  a 
careful  examination  of  all  the  State 
statutes — contrary  to  the  wrong  as¬ 
sumption  contained  in  the  report  of  the 
committee — every  State  has  proper  stat¬ 
utory  authority  to  grant  these  charters. 

Now,  we  hear  a  lot  of  talk  around  here 
about  States  rights.  Everybody  seems 
to  be  for  it.  Well,  if  we  are  for  it,  if 
we  want  to  avoid  further  centralization 
here  in  Washington,  if  we  want  to  con¬ 
tinue  State  authority  and  prerogatives, 
then  I  say  the  amendment  I  propose  to 
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offer  here  should  be  adopted,  because 
these  charters  can  be  granted  back  in 
the  States  as  they  have  been  ever  since 
the  founding  of  the  Republic. 

Mr.  KILBURN.  Mr.  Chairman,  I 
yield  6  minutes  to  the  gentleman  from 
Ohio  [Mr.  Betts!  . 

Mr.  BETTS.  Mr.  Chairman,  I  am 
supporting  this  bill  because  I  believe  that 
somewhere  it  might  be  of  some  assist¬ 
ance  to  small  business  in  a  limited  way. 
But  I  think  it  represents  the  wrong  kind 
of  thinking  about  small  business  which 
has  been  taking  place  in  Congress  for 
many  years.  It  proceeds  on  the  basis 
that  the  average  small-business  man 
wants  money  or  credit.  That  is  not 
true.  He  wants  an  atmosphere  in  which 
he  can  do  business  without  having  to 
borrow  money  or  go  in  debt.  He  doesn’t 
want  more  Government  in  his  affairs — 
he  wants  less. 

About  100  members  of  the  National 
Federation  of  Independent  Business  sent 
ballots  to  my  office  revealing  their  views 
on  pending  legislation.  I  think  they 
represent  the  general  thinking  of  small- 
business  men  in  my  district.  Recently  I 
wrote  each  one  and  asked  him  to  tell  me 
the  one  thing  he  thought  would  help 
small  business.  The  answers  were  re¬ 
vealing  and  point  up  the  fact  that  this 
bill  is  not  the  answer  to  their  prayers. 
Not  a  single  answer  mentioned  easier 
terms  for  borrowing  as  of  first  impor¬ 
tance,  although  three  letters  referred  to 
it  in  passing. 

Here  is  what  most  concerns  and  dis¬ 
turbs  the  small-business  man 'in  the 
Eighth  Ohio  District,  “burdensome  tax¬ 
ation,”  “unnecessary  Government  spend¬ 
ing,”  “interference  from  labor  unions,” 
“complicated  redtape,”  “too  much  for¬ 
eign  aid,”  “discount  houses” — but  most 
of  all  taxation  and  extravagance.  In 
other  words,  it  all  adds  up  to  too  much 
Government.  They  feel  that  the  bigger 
Government  gets,  the  farther  away  it 
moves  from  small  business.  ' 

To  them  the  pattern  of  Government 
spending  is  difficult  to  explain — the 
never-ending  construction  of  luxury 
office  buildings  for  Federal  officials,  the 
always  increasing  bureaucracy  of  the 
National  Government  with  its  increase 
of  necessary  and  time-consuming  book¬ 
keeping.  All  of  it  is  hard  to  reconcile 
with  the  struggle  of  the  small-business 
man  who  regards  the  Federal  Govern¬ 
ment  as  extravagant,  which  extrava¬ 
gance  brings  him  no  relief  from 
oppressive  taxation. 

Here  are  some  excerpts  from  typical 
letters : 

Some  sort  of  tax  relief  for  the  small  busi¬ 
ness.  It  is  hard,  if  not  impossible,  to  pay  off 
a  capital  investment  out  of  current  income 
and  still  build  a  business,  since  to  grow 
means  increasing  inventories,  etc.  Try  it 
sometime. 

Any  legislation  that  will  give  tax  relief  is 
basic  and  vital  if  the  small-business  man  as 
he  is  known  today  is  to  survive.  Now  I  real¬ 
ize  that  in  order  to  reduce  the  tax  load  the 
Federal  Government  will  need  to  reduce  ex¬ 
penses.  Most  businessmen  with  whom  I  am 
acquainted  are  opposed  to  the  endless  sub¬ 
sidies,  giveaway  foreign  programs,  and  the 
seemingly  wasteful  operations  that  Govern¬ 
ment  takes  part  in. 

He  is  fearful  of  expansion  of  minimum- 
wage  laws,  the  monopoly  of  labor  unions 


geared  to  a  program  of  increasing  wages 
with  consequent  rise  in  prices  of  prod¬ 
ucts  he  has  to  buy.  The  fact  that  none 
of  my  informants  expressed  any  fear  over 
the  recession  indicates  they  are  more 
fearful  of  the  economic  squeeze  from  in¬ 
flation — increasing  cost  of  living — than 
of  a  temporary  lag  in  business.  Here  is 
an  excerpt  from  another  letter: 

Another  thing  Congress  ought  to  do  and 
that  is  curb  these  monopolistic  labor  unions. 
Industrywide  bargaining  ought  to  be  banned; 
unions  should  be  required  to  make  financial 
reports  to  the  Government  and  their  mem¬ 
bers  annually;  control  over  some  labor  prac¬ 
tices  should  be  returned  to  the  States;  strikes 
should  be  subject  to  secret  ballot  vote;  elec¬ 
tions  should  be  required  periodically;  other 
unfair  practices  as  developed  by  the  McClel¬ 
lan  committee  should  be  curbed.  You  can’t 
have  yearly  rounds  of  Wage  increases  with  its 
consequent  price  increases  without  sooner 
or  later  pricing  goods  out  of  the  market.  In 
my  opinion  the  present  recession  is  a  “buyer’s 
strike”  labor  induced. 

Some  small  merchants  are  fearful  of 
competition  from  large  industries.  In 
this  area  they  feel  the  factors  which  hurt 
them  are  unfair  price  cutting  and  com¬ 
pany-operated  units.  As  a  small-town 
jeweler  put  it,  “In  our  line  of  business, 
the  so-called  discount  houses  and  the 
manufacturers  have  just  about  run  us 
out  of  business.”  An  owner  of  a  market 
in  a  typical  midwestern  community  wrote 
me: 

I  firmly  believe  that,  unless  some  sort  of 
protection  is  established  to  protect  and  en¬ 
courage  small  business,  it  soon  will  be  de¬ 
voured  and  the  small-business  man  along 
with  his  right  to  be  independent  will  be 
gone. 

It  is  not  my  purpose  to  comment  on 
the  merits  of  these  statements.  Every 
small-business  man  will  be  heartened  to 
learn  of  the  action  of  the  House  yester¬ 
day  in  passing  the  bill  which  affords  some 
tax  relief. 

I  merely  recite  these  views  from  letters 
coming  to  my  desk  to  show  that  in  pass¬ 
ing  the  tax-relief  bill,  as  well  as  this  bill, 
we  have  still  left  untouched  some  areas 
where  small  business  feels  the  need  of 
real  and  immediate  relief. 

So,  Mr.  Chairman,  as  I  have  stated, 
I  shall  support  this  bill  only  because  I 
hope  it  will  do  some  good.  Those  who 
return  to  this  Chamber  next  January 
can  take  a  bolder  approach  to  the  prob¬ 
lems  of  small  business.  Something  per¬ 
haps  along  the  lines  outlined  in  the  let¬ 
ters  I  have  received  from  genuine  small- 
business  men. 

Mr.  KILBURN.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  New 
Jersey  [Mr.  Widnall]. 

Mr.  WIDNALL.  Mr.  Chairman,  I  be¬ 
lieve  this  legislation  can  serve  a  very 
useful  purpose.  I  also  agree  substan¬ 
tially  with  the  remarks  of  the  gentleman 
from  Ohio  [Mr.  Betts],  who  preceded 
me,  as  to  the  essential  needs  of  small 
business.  In  supporting  this  legislation, 
and  to  emphasize  the  need,  I  will  read 
some  excerpts  from  the  committee 
report: 

A  recent  and  most  authoritative  study — 

Of  the  type  of  equity  financing  for  small 
business  and  supplying  long-term 
credit — 

was  made  by  the  research  staff  of  the  Board 
of  Governors  of  the  Federal  Reserve  Board 


with  the  knowledge  and  encouragment  of 
the  four  congressional  committees  having 
primary  interest — the  Banking  and  Currency 
Committees  and  the  Select  Committees  on. 
Small  Business  of  both  Houses  of  Congress. 

The  Federal  Reserve  Board’s  study  on  the 
financing  problems  of  small  business  had 
several  objectives.  One  of  these  objectives 
was  to  assemble  information  bearing  on  the 
question  of  the  economy’s  facilities  serving 
these  needs. 

The  Board’s  study  found  that  the  financial 
needs  of  small  business  vary  among  different 
categories,  of  small  concerns  and  that  such 
needs  are'  most  complex.  The  commercial 
banking  system  is  not  prepared  or  designed 
to  satisfy  needs  for  equity  or  long-term 
credit.  Traditionally  their  operations  have 
been  confined  to  short  and,  to  a  limited  ex¬ 
tent,  intermediate-term  loans. 

We  have  an  existing  facility,  the 
Small  Business  Administration,  that  has 
been  operating  well,  that  has  been  ad¬ 
ministered  well,  and  that  has  been  com¬ 
mended  by  the  Congress.  Under- the 
terms  of  this  proposal  there  would  be 
established  within  the  Small  Business 
Administration  a  Small  Business  Invest¬ 
ment  Division  run  by  a  deputy  appointed 
by  the  Administrator  of  the  Small  Busi¬ 
ness  Administration.  Two  hundred  and 
fifty  million  dollars  is  authorized  to  go 
into  an  existing  revolving  fund  of  the 
Small  Business  Administration.  That 
will  be  earmarked  for  this  particular 
purpose,  and  cannot  be  used  for  other 
purposes  of  the  Small  Business  Admin¬ 
istration. 

I  definitely  believe  the  need  exists  for 
this  type  of  financing  and  hope  the  Con¬ 
gress  will  approve  this  legislation. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
such  time  as  he  may  desire  to  the  gentle¬ 
man  from  Maine  [Mr.  Coffin!. 

(Mr.  COFFIN  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  COFFIN.  Mr.  Chairman,  I  believe 
that  we  have  reached  a  major  landmark 
in  this  Congress  in  recognizing  small 
business  as  a  vital  factor  in  the  strength 
and  diversity  of  our  national  economy. 
First  of  all  we  have  made  the-Small  Busi¬ 
ness  Administration  a  permanent  agency 
and  we  have  declared  its  continuing  in¬ 
dependence  of  any  other  department  or 
branch  of  the  executive  department.  If 
we  had  done  no  more,  this  would  have 
been  a  substantial  gain. 

Small  business  and  methods  by  which 
the  Federal  Government  can  best  insure 
its  survival,  have  been  one  of  my  major 
concerns  since  I  came  to  Congress.  I 
have  followed  each  phase  of  the  develop¬ 
ment  of  legislation  on  this  matter 
through  House  and  Senate  committees 
and  branches  of  Congress.  I  have  testi¬ 
fied  more  frequently  on  this  subject  than 
on  any  other. 

I  was  understandably  proud  when  re¬ 
cent  legislation  to  make  the  Small  Busi¬ 
ness  Administration  a  permanent  agency 
carried  my  proposal  to  direct  SBA  to 
make  continuing  studies  of  the  problems 
of  small  business.  From  my  own  expe¬ 
rience  in  my  own  State  where  well  over 
90  percent  of  the  businesses  can  be 
termed  “small”  within  the  definition 
of  SBA,  this  amendment  is  very  neces¬ 
sary  to  programing  the  kind  of  help  that 
is  really  needed. 

Today  we  are  again  breaking  new 
ground.  The  Small  Business  Investment 
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Act,  to  be  administered  by  the  SBA,  pro¬ 
vides  new,  badly  needed  sources  of  capi¬ 
tal  and  credit.  It  is  a  new  experiment 
but  one  that  I  believe  will  work  and  I 
have  recommended  its  passage  in  testi¬ 
mony  before  House  and  Senate  com¬ 
mittees. 

In  testifying  before  the  Senate  Small 
Business  Subcommittee  of  the  Banking 
and  Currency  Committee,  which  ap¬ 
proved  this  bill  before  it  came  to  the 
House,  I  advocated  two  specific  and  very 
important  amendments.  Both  of  them 
are  contained  in  this  bill. 

In  my  testimony,  I  expressed  serious 
doubt  that  there  would  be  many  sub¬ 
stantial  pools  of  investment  capital 
available,  at  least  in  Maine,  to  form 
companies  with  at  least  $250,000  of  pri¬ 
vate  investment.  I  urged  that  this 
amount  be  reduced  to  $150, COO.  The  bill 
before  us  in  effect  meets  my  objection. 
The  total  paid-in  capital  and  surplus 
must  total  $300,000,  but  half  of  this 
amount  can  be  loaned  by  SBA.  This 
50  percent  which  would  come  from  the 
purchase  by  the  Small  Business  Admin¬ 
istration  of  the  company’s  debentures 
would  be  subordinate  to  any  of  the  com¬ 
pany’s  other  obligations  and  would  be 
deemed  part  of  its  capital  and  surplus. 

A  second  amendment  which  I  pro¬ 
posed  to  this  bill,  as  well  as  to  the  Small 
Business  Act,  would  provide  SBA  loans 
to  nonprofit  development  companies. 
This  amendment  is  contained  in  this 
bill  under  title  VI.  This  provision  will, 
I  am  confident,  encourage  the  town¬ 
meeting  approach  to  the  problem  of  at¬ 
tracting  new  industries.  Local  money 
can  be  made  to  go  much  further  in 
helping  to  bring  new  prosperity  to  the 
community.  I  regret  that  a  similar  pro¬ 
vision  was  not  included  in  the  Small 
Business  Act.  I  am  gratified,  however, 
that  this  bill,  which  will  be  adminis¬ 
tered  by  SBA,  has  combined  equity  cap¬ 
ital  with  lending  functions,  thus  pro¬ 
viding  greater  flexibility  in  SBA’s  lending 
operations — an  objective  which  I  have 
supported  very  vigorously. 

It  seems  to  me  that  the  House  Bank¬ 
ing  and  Currency  Committee  has  acted 
most  wisely  in  insisting  that  the  admin¬ 
istration  of  this  new  experiment  in  the 
field  of  small-business  financing  '  be 
placed  with  SBA.  It  has  been  my  feeling 
that  an  additional  agency,  set  up  to  ad¬ 
minister  equity  capital,  would  necessarily 
overlap  many  of  the  functions  of  SBA 
and  perhaps  create  additional  avoidable 
costs. 

Mr.  Chairman,  I  want  to  emphasize  my 
earnest  belief  that  this  Congress  has 
done  more  for  small  business  than  we 
can  perhaps  appreciate.  Approval  of 
the  pending  measure  will  complete  this 
very  excellent  record. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
10  minutes  to  the  gentleman  from  Texas 
[Mr.  Patman]. 

HALLECK  AMENDMENT 

Mr.  PATMAN.  Mr.  Chairman,  before 
discussing  the  bill  more  fully,  I  want  to 
comment  on  the  amendment  that  is  pro¬ 
posed  by  the  distinguished  gentleman 
from  Indiana  [Mr.  Halleck]  .  I  find  my¬ 
self  in  disagreement  with  him.  I  know 
he  is  a  good,  fine,  conscientious,  able 


Member  of  this  body,  and  I  know  he  has, 
in  the  past,  been  very  helpful  to  legisla¬ 
tion  for  small  business.  I  know  he  is  sin¬ 
cere  in  his  advocacy  of  this  particular 
amendment,  but  I  think  it  would  be  a 
very  damaging  amendment  if  it  were 
adopted. 

The  small-business  man,  whether  he 
gets  his  loan  from  the  Small  Business 
Administration  or  a  bank,  or  regardless 
of  whom  he  gets  his  loan  from,  by  the 
time  he  gets  through  paying  the  deduc¬ 
tions  from  it,  does  not  have  near  the 
amount  of  the  principal  left. 

The  deducts,.,  for  different  reasons, 
get  a  large  part  of  his  loan. 

So,  if  we  are  going  to  have  another 
deduction  for  the  lawyers,  earmarked  for 
the  lawyers,  the  small-business  man  will 
have  even  less.  I  know  the  lawyers  will 
do  this  work  of  drawing  up  the  articles 
of  incorporation  anyway,  and  the 
lawyers  will  be  satisfied  to  take  their 
chances.  Not  one  lawyer  in  the  district 
I  have  the  honor  to  represent  has  asked 
me  to  support  this  type  of  legislation 
on  any  bill  that  has  been  before  Con¬ 
gress,  since  I  have  been  a  Member  start¬ 
ing  30  years  ago.  Lawyers  are  not  in¬ 
terested  in  having  a  tollgate.  Lawyers 
are  not  interested  in  making  the  people 
go  through  a  tollgate  and  make  a  con¬ 
tribution  to  them  for  a  specific  purpose. 
Lawyers  are  competitive.  They  are  a 
good,  honorable,  honest,  outstanding 
group  of  Americans.  I  am  privileged  to 
belong  to  that  group.  I  have  been  in  the 
practice  of  law.  I  know  about  the  ini¬ 
tial  starvation  period.  It  is  not  fiction. 
It  is  real.  I  know  something  about  the 
practice  of  law.  But  I  have  never  known 
a  lawyer  to  insist  that  a  tollgate  be  set 
up  for  him  or  for  the  legal  profession. 
Lawyers  will  take  their  chances. 

If  I  were  writing  the  amendment  to 
carry  out  What  the  purpose  of  the 
amendment  offered  by  the  gentleman 
from  Indiana,  I  would  write  it  some¬ 
thing  like  this:  To  provide  that  no 
small-business  investment  company  shall 
be  chartered  unless  the  articles  of  in¬ 
corporation  for  such  company  are  pre¬ 
pared  and  presented  to  the  administra¬ 
tion  by  an  attorney  licensed  to  practice 
in  the  State  where  the  principal  office 
of  the  small-business  investment- com¬ 
pany  is  located.  That  is  exactly  what 
it  means — to  require  the  use  of  lawyers 
in  a  certain  place.  I  am  a  realist,  and 
I  know  that  the  lawyers  will  do  this 
work  anyway.  Only  lawyers  can  pre¬ 
pare  these  papers.  But  why  set  up  a 
State  tollgate  and  say  “You  have  to  pay 
the  lawyers.”  Of  course,  these  State 
legal  organizations  sometimes  even  fix 
the  fees  that  you  must  pay;  and  that 
could  be  a  great  handicap  to  the  ad¬ 
ministration  of  this  act. 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  PATMAN.  I  yield. 

Mr.  SEELY-BROWN.  Is  it  not  true  in 
fact  that  regardless  of  whether  you  have 
a  national  charter  or  a  State  charter, 
the  local  lawyer  is  going  to  do  99  per¬ 
cent  of  the  work? 

Mr.  PATMAN.  Certainly.  The  local 
lawyer  is  not  asking  for  this  amendment. 
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But  there  is  another  reason  for  this 
amendment :  Over  the  years  we  have  had 
a  difficult  time  impressing  the  American 
people  and  the  Congress  that  small  busi¬ 
ness  does  not  have  a  place  to  get  ade¬ 
quate  financing.  But,  now  we  have  the 
proof — we  have  the  proof  from  the  Amer¬ 
ican  Bankers’  Association,  and  we  have 
the  proof  from  the  Investment  Bankers’ 
Association  of  America  and  we  have 
proof  from  everybody  to  the  effect  that 
the  commercial  banks  are  not  set  up  to 
do  equity  financing  or  long-term  financ¬ 
ing  for  small  business.  We  have  it  down 
now  in  black  and  white  and  presented 
overwhelming  proof,  for  the  first  time 
that  it  has  ever  been  presented  to  Con¬ 
gress. 

Heretofore  it  has  always  been  argued — 
“let  the  banks  do  this — the  banks  can 
finance  small  business,  so  there  is  no  need 
for  Federal  asistance  in  setting  up  a  pro¬ 
gram  that  will  compete  with  the  banks.” 

But,  now  we  have  the  proof.  It  is 
admitted  that  there  is  no  place  for  the 
American  small-business  man  to  go  to  ob¬ 
tain  adequate  financing  in  this  American 
economy  of  ours.  In  this  private  enter¬ 
prise  system,  the  best  system  on  earth, 
there  is  a  vacuum. 

So,  the  question  is:  Are  we  going  to 
fill  that  vacuum?  Are  we  going  to  let 
the  small-business  man  have  an  oppor¬ 
tunity — mind  you,  not  an  unfair  op¬ 
portunity,  not  something  that  is  discrim¬ 
inatory  in  his  favor,  but  an  equality  of 
opportunity  to  get  capital,  just  as  big 
business  can  raise  capital.  That  is  all 
we  want  for  small  business.  We  have 
a  bill  here  that  will  give  the  small-busi¬ 
ness  man  an  equality  of  opportunity  to 
obtain  capital. 

The  bill  as  now  written  permits  state 
chartered  associations — there  is  nothing 
in  here  to  prohibit  state  chartered  as¬ 
sociations.  .  They  are  provided  for  in  this 
bill,  and  federal  charters  are  also  pro¬ 
vided  for  in  this  bill. 

We  will  have  a  little  competition  be¬ 
tween  the  States  and  the  SBA.  Possibly 
it  will  be  good  for  small  business.  If  they 
cannot  get  a  State  charter,  let  them  get  a 
Federal  charter.  We  have  that  in  bank¬ 
ing.  We  have  State  charter  and  we  have 
Federal  charters.  Do  you  mot  think  the 
small-business  men  should  have  the  same 
chances  of  obtaining  a  charter  for  their 
small  business?  I  have  not  heard  the 
gentleman  from  Indiana  (Mr.  Halleck) 
arguing  against  Federal  charters  for  na¬ 
tional  banks.  I  have  not  heard  him  or 
the  other  supporting  this  amendment 
argue  any  against  Federal  charters  for 
Federal-  land  banks  or  for  production 
credit  associations  or  for  savings  and  loan 
associations  or  for  others  I  could  men¬ 
tion.  Why  would  they  just  object  when  a 
bill  comes  up  just  for  the  small -business 
man?  Why  should  it  now  be  for  the 
first  time  that  a  tollgate  be  put  into  the 
legislation  for  small  business? 

The  small-business  man  has  to  pay 
here  and  pay  there  and  now  this  toll- 
gate.  He  will  not  even  have  his  shirt 
left  if  we  keep  putting  in  these  deduc¬ 
tions  for  him  to  pay.  We  want  fewer 
deductions:  we  want  to  give  these  small- 
business  people  a  chance. 
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This  amendment  would  handicap  this 
bill  for  two  reasons:  First,  it  would 
channel  all  business  through  the  48 
States.  All  the  States’  supervisors  of 
financial  institutions  are  not  friendly  to 
small  business.  They  do  not  know  the 
problem  as  we  do.  We  have  studied  it. 
The  State  officials  will  probably  not  be 
sympathetic  to  this  program.  They 
would  put  it  under  the  banking  agencies 
or  banking  associations.  The  banks 
would  not  be  sympathetic  to  it.  To  re¬ 
quire  a  State  charter,  under  present 
State  laws,  would  be  a  handicap  and 
small  firms  would  be  deterred  in  their 
efforts  to  get  loans  as  they  have  in  the 
past.  So  let  us  not  turn  this  back  to 
the  48  States  and  say,  “See  your  local 
lawyer  and  go  through  your  State.’’ 
This  is  a  Federal  proposition.  It  affects 
our  national  economy.  It  affects  the 
economy  in  the  48  States.  It  is  not  just 
a  State  matter. 

Mr.  BROWN  of  Georgia.  Mr.  Chair¬ 
man,  will  the  gentleman  yield? 

Mr.  PATMAN.  I  yield. 

Mr.  BROWN  of  Georgia.  Is  it  not 
true  that  State  savings  and  loan  associa¬ 
tions  are  asking  to  become  Federalized? 

Mr.  PATMAN.  Yes.  Many  are  be¬ 
coming  federalized  now.  They  prefer  it. 
It  is  the  same  setup  here.  If  the  small- 
business  investment  company  wants  a 
State  charter,  they  can  have  it.  If  they 
want  a  Federal  charter,  they  can  get  a 
Federal  charter. 

It  has  been  argued  that  it  will  re¬ 
quire  more  Federal  employees  to  grant 
Federal  charters.  It  will  require  no 
more  people,  because  it  will  require  just 
as  much  work  to  pass  upon  whether  a 
State  chartered  company  is  eligible  to 
do  business  with  the  SBA,  as  it  will  to 
issue  a  charter  in  the  first  place. 

Mr.  McDONOUGH.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  PATMAN.  I  yield. 

Mr.  McDONOUGH.  May  I  call  the 
gentleman’s  attention  to  the  section  of 
the  bill  that  provides  for  the  Federal 
charter  investment  corporations  that 
may  be  converted  to  State  chartered 
investment  corporations.  The  gentle¬ 
man  is  not  opposed  to  that;  is  he? 

Mr.  PATMAN.  No. 

Mr.  McDONOUGH.  But  you  do  say 
that  most  of  them  should  go  to  the  Fed¬ 
eral  Government  for  a  charter  rather 
than  to  the  State? 

Mr.  PATMAN.  Ho.  I  am  for  the 
State  charter,  too;  I  say  give  the  small 
man  a  choice.  But  I  am  not  for  the 
tollgate,  where  they  have  to  make  a 
compulsory  contribution  to  lawyers.  I 
do  not  object  to  the  lawyers  doing  the 
work,  and  I  do  not  object  to  them  get¬ 
ting  a  fair  fee  for  it,  but  I  do  object  to 
a  compulsory  tollgate. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Texas  [Mr.  Patman! 
has  again  expired. 

Mr.  KILBURN.  Mr.  Chairman,  I 
yield  6  minutes  to  the  gentleman  from 
Illinois  [Mr.  McVeyI. 

(Mr.  McVEY  asked  and  was  granted 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  McVEY.  Mr.  Chairman,  we  have 
had  some  excellent  talks  on  this  legisla¬ 
tion  this  afternoon.  But  I  would  like  to 
bring  together  some  of  the  essential  pro¬ 


visions  in  this  bill,  because  upon  the 
merits  of  those  essential  provisions  we 
are  going  to  vote  up  or  down  this  legis¬ 
lation. 

I  have  made  a  note  of  the  principal 
provisions  to  which  I  think  we  should 
direct  our  attention. 

It  has  been  said  many  times  that  this 
legislation  provides  for  only  long-term 
capital,  and  that  investment  is  not  to 
be  made  directly  to  business  concerns, 
but  is  to  be  made  to  the  small  investment 
companies.  Those  companies  may  be 
chartered  in  Washington  or  in  the  local¬ 
ity  of  the  investment  company. 

These  loans  are  made  by  the  Small 
Business  Administration  through  the 
Deputy  Administrator  appointed  to  ad¬ 
minister  the  provisions  of  this  bill.  We 
fiave  legislation  already  enacted  for 
short-term  loans.  Bills  of  that  char¬ 
acter  are  on  the  statute  books.  There 
is  at  the  present  time  a  sufficient  amount 
of  money  provided  for  short-term  loans 
to  small  business.  This  bill,  as  I  have 
said,  provides  long-term  capital  loans  for 
small  business. 

The  need  for  this  legislation  has  been 
expressed  by  the  United  States  Chamber 
of  Commerce,  the  American  Bankers 
Association,  and  the  Committee  for  Eco¬ 
nomic  Development.  To  my  mind  it  is 
a  safe  and  sound  bill,  and  one  we  can 
support  if  we  understand  its  provisions 
thoroughly. 

These  investment  companies  will  at  all 
times  be  under  the  supervision  of  the 
Small  Business  Administration. 

A  revolving  fund  of  $250  million  is  pro¬ 
vided.  This  fund  according  to  the  bill 
before  us  cannot  exceed  the  $250  million 
ceiling. 

This  bill  has  been  reported  favorably 
by  the  Banking  and  Currency  Commit¬ 
tee  before  which  hearings  were  held,  and 
much  time  was  given  to  the  considera¬ 
tion  of  the  merits  of  the  bill.  I  wish  to 
support  it  and  recommend  its  passage. 

Mr.  WIDNALL.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  McVEY.  I  yield. 

Mr.  WIDNALL.  Is  it  not  true  that 
under  the  provisions  of  this  bill  a  com¬ 
pany  would  have  to  start  with  not  less 
than  $300,000  in  paid-up  stock? 

Mr.  McVEY.  The  gentleman  is  cor¬ 
rect. 

Mr.  WIDNALL.  And  the  maximum 
that  can  be  furnished  by  the  Small  Busi¬ 
ness  Investment  Company  to  any  one 
concern  is  $150,000? 

Mr.  McVEY.  The  gentleman  is  cor¬ 
rect. 

Mr.  WIDNALL.  Is  it  not  also  true  that 
any  borrower  would  have  to  purchase 
from  2  to  5  percent  stack  in  the  Small 
Business  Investment  Company? 

Mr.  McVEY.  That  is  true. 

Mr.  VORYS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  McVEY.  I  yield  to  the  gentleman 
from  Ohio. 

Mr.  VORYS.  I  have  heard  of  a  mini¬ 
mum  for  the  Small  Investment  Com¬ 
pany;  is  there  any  maximum? 

Mr.  McVEY.  Tire  maximum  loan  to 
any  particular  company  is  $150,000. 

Mr.  VORYS.  One  hundred  and  fifty 
thousand  dollars? 

Mr.  McVEY.  Yes. 
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Mr.  VORYS.  Is  there  any  upward- 
limitation  on  what  size  the  company 
would  have  to  be?  I  mean,  would  it  be 
possible  for  a  $10  million  or  a  $20  mil¬ 
lion  company  to  organize  and  get  a 
$150,000  loan? 

Mr.  McVEY.  No;  they  could  get  only 
$150,000  for  purposes  of  organization. 
That  is  the  maximum  that  the  organiza¬ 
tion  or  the  administration  can  supply. 

Mr.  VORYS.  Is  there  any  limitation 
in  this  bill  on  the  size  of  a  business 
called  a  “small  business”? 

Mr.  McVEY.  The  bill  does  not  define 
the  term  “small  business.”  I  suppose  the 
customary  acceptance  of  what  a  small- 
business  concern  is  would  apply  in  this 
case. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  McVEY.  I  yield  to  the  gentleman. 

Mr.  JONAS.  What  is  the  reason  for 
the  requirement  that  at  least  10  persons 
must  subscribe  to  the  articles  of  incor¬ 
poration  before  a  Small  Business  Invest¬ 
ment  Company  can  be  organized?  In  my 
State,  for  example,  3  people  may  form  a 
corporation,  but  this  requires  10.  I  won¬ 
der  why. 

Mr.  McVEY.  I  do  not  know  that  I  can 
answer  the  question  correctly,  but  it 
seems  to  me  it  is  provided  for  the  pur¬ 
pose  of  spreading  responsibility  in  these 
investment  organizations. 

(Mr.  NEAL  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  at  this 
point  in  the  Record.) 

Mr.  NEAL.  Mr.  Chairman,  the  or¬ 
deals  imposed  upon  small  business  dur¬ 
ing  recent  years  have  increased  as  in¬ 
availability  of  capital  funds  has 
shrunken,  as  Federal  taxation  has  failed 
to  recognize  inequity  and  as  the  trend 
toward  big  business  operations  has  re¬ 
duced  their  competitive  advantages. 

The  distribution  of  economic  well¬ 
being  of  our  Nation  will  depend  more  and 
more  upon  the  successful  operation  of 
local  industry  and  business  where  local 
employers  and  local  tax  contributions 
can  help  toward  building  and  support¬ 
ing  aggressive  forward-looking  commu¬ 
nities. 

The  Small  Business  Administration, 
empowered  to  grant  short-time  loans  to 
new  and  hard  pressed  businesses  has 
established  a  creditable  record  for  saving 
local  establishments  from  financial  ruin. 
There  is  a  great  need  for  longer  term 
availability  of  funds  to  encourage  devel¬ 
opment  and  profitable  operation  of  this 
type  of  local  endeavor.  This  bill  gives 
promise  of  meeting  this  need.  It  should 
be  approved  by  the  Congress  after  adop¬ 
tion  of  the  amendment  to  eliminate  the 
provision  that  small-business  investment 
companies  must  be  chartered  by  the 
Federal  Government.  The  Federal  Gov- . 
ernment’s  authority  over  rights  and 
privileges  belonging  to  the  State  under 
our  Constitution  have  already  been  too 
frequently  preempted. 

Mr.  KILBURN.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Ohio 
[Mr.  Henderson]. 

Mr.  HENDERSON.  Mr.  Chairman,  I 
shall  possibly  give  voice  to  some  of  the 
unuttered  questions  of  my  colleagues 
here  concerning  this  legislation.  I  am 
sure  there  are  many  such  questions  be- 
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cause  this  is  legislation  which  marks  an 
uncharted  venture  for  the  Federal  Gov¬ 
ernment. 

I  approach  the  subject  with  many  mis¬ 
givings  because  it  does  not  require  too 
much  perception  for  me  to  see  in  this 
device  a  step  in  the  direction  of  public 
ownership  and  its  accompanying  con¬ 
trol  of  business.  Of  course  I  realize  that 
the  amount  of  Federal  money  loaned,  but 
in  reality  invested,  in  a  given  enterprise 
will  in  no  event  approach  a  majority  of 
the  total  capitalization,  but  we  are  aware 
that  an  effective  minority  can  have  a 
powerful  voice  in  the  operation  of  a  busi¬ 
ness  venture,  especially  if  that  minority 
should  happen  to  be  the  sovereign  state. 
I  realize  too,  that  there  is  no  statement 
of  intent  that  there  be  any  control,  and 
certainly  no  permissive  or  mandatory 
language  that  would  give  the  Govern¬ 
ment  any  control,  but  both  of  those  can 
come  in  later  legislation  after  the  initial 
step  has  been  taken. 

The  bill  has  been  carefully  worded, 
and  the  provision  for  the  establishment 
of  small-business  investment  companies 
by  private  individuals  who  can  obtain  up 
to  50  percent  of  their  financing  from  the 
Federal  Government,  seemingly  breaks 
the  chain  which  would  link  the  Federal 
money  and  the  company  which  needs  it. 
We  are  providing  for  the  establishment 
of  a  middle  man  to  parcel  out  the  Fed¬ 
eral  money  which  we  authorize  by  this 
bill.  It  is  hoped  that  this  maneuver  will 
remove  the  taint  of  possible  Federal  con¬ 
trol  of  the  commercial  activity  or  of  pub¬ 
lic  ownership.  These  are  the  dangers 
which  we  should  guard  against.  Time 
and  experience  in  the  years  ahead  will 
determine  whether  we  have  provided  ef¬ 
fective  safeguards. 

Most  of  the  advisory  bodies  and  or¬ 
ganizations  which  have  studied  this  pro¬ 
posal  as  well  as  the  committees  of  Con¬ 
gress  are  convinced  that  there  is  a  need 
for  funds  to  provide  small  business  with 
long-term  equity  capital.  The  American 
Bankers’  Association  which  would  appear 
to  have  reason  to  be  critical  of  sueh  a 
proposal  has  indicated  that  there  is  a 
need  for  this  type  of  financing  which  the 
banking  industry  has  not  met.  The  Com¬ 
mittee  for  Economic  Development,  the 
United  States  Chamber  of  Commerce,  the 
Federal  Reserve  Board,  the  Department 
of  Commerce  and  the  Small  Business 
Administration  all  seem  to  indicate  that 
there  is  a  need  for  such  funds. 

Authorization  is  contained  in  this  bill 
for  a  revolving  fund  of  $250  million  to  be 
established  from  appropriated  funds. 
These  funds  will  be  administered  by  the 
Small  Business  Investment  Division  of 
the  Small  Business  Administration.  The 
Division  would  be  authorized  to  charter 
small-business  investment  companies  in¬ 
corporated  by  10  or  more  persons.  The 
SBA  would  have  discretion  in  issuing  the 
charters  and  could  take  into  consider¬ 
ation  many  pertinent  factors  in  its  con¬ 
sideration  of  the  request  of  the  proposed 
company  for  a  charter.  Each  small  busi¬ 
ness  investment  company  would  be  re¬ 
quired  to  have  not  less  than  $300,000  of 
paid-in  capital  and  surplus  before  com¬ 
mencing  business.  The  SBA  is  author¬ 
ized  to  provide  a  maximum  of  $150,000 
to  each  company  formed,  through  the 


purchase  of  subordinated  debentures. 
The  SBA  could  also  make  other  loans 
to  the  investment  companies  not  to  ex¬ 
ceed  50  percent  of  the  paid-in  capital 
and  surplus. 

These  small-business  investment  com¬ 
panies  having  been  formed  and  pro¬ 
vided  with  a  mixture  of  private  and 
Federal  funds  could  then  provide  equity- 
type  capital  to  small-business  concerns 
through  the  purchase  of  convertible  de¬ 
bentures,  containing  terms  and  interest 
rates  as  the  companies  fix  under  SBA 
regulations.  Parenthetically,  I  would 
like  to  mention,  that  here  is  a  measure  of 
control,  not  over  the  operation  of  the 
borrowing  company,  but  over  the  terms 
of  the  funds.  The  investment  compa¬ 
nies  will  not  be  free  agents.*1 

Loans  may  be  made  directly  or  in  par¬ 
ticipation  with  other  lending  institutions, 
at  a  rate  of  interest  established  by  the 
SBA  for  terms  up  to  20  years  with  a 
provision  for  an  extension  for  10  more 
years. 

This  is  a  brief  summary  of  the  provi¬ 
sions  of  the  Small  Business  Investment 
Act.  No  Federal  control  over  the  opera¬ 
tion  of  the  borrowing  company  seems 
apparent,  yet  I  know  of  no  reason  why 
the  SBA  cannot  suggest  or  even  demand 
a  course  of  conduct  as  a  condition  to  an 
investment  company’s  granting  a  loan. 
Thereafter,  the  borrowing  company 
knowing  that  it  may  need  an  extension 
of  that  loan  at  some  time  in  the  future, 
will  be  inclined  to  pretty  well  follow 
a  suggested  course  of  conduct;  and  when 
the  time  comes  to  approach  the  invest¬ 
ment  company  for  an  extension  of  the 
loan,  many,  many  conditions  can  be  in¬ 
corporated. 

I  "wonder  what  a  borrowing  company 
will  think  about  this  new  partner  that 
enters  his  concern.  Reports,  reports  and 
more  reports  could  be  the  order  of  the 
day.  Inspection  on  the  heels  of  inspec¬ 
tion  can  be  his  fate.  Congress,  hereto¬ 
fore  lacking  authority  over  the  internal 
management  of  a  business  entity  may 
find  it  convenient  to  enact  regulations 
and  codes  of  conduct  to  apply  to  those 
firms  which  have  found  it  necessary  to 
resort  to  this  new  type  of  financing. 

The  need  for  funds  is  conceded  by 
most  all  of  us.  The  method  suggested 
by  this  bill  may  bring  some  surprises,  as 
Uncle  Sam  assumes  a  new  role  as  Uncle 
Sam,  silent  partner.  Will  he  remain 
silent? 

Mr.  FLOOD.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  HENDERSON.  I  yield  to  the 
gentleman  from  Pennsylvania. 

Mr.  FLOOD.  I  should  like  to  inquire 
as  to  what  is  meant  by  small  business? 
We  have  been  using  the  term  loosely 
here  for  a  number  of  years  as  that  busi¬ 
ness  which  has  less  than  500  employees. 
How  do  we  use  the  term  “small  business’’ 
in  a  definitive  sense  in  this  act  with 
reference  to  that  loosely  accepted  defini¬ 
tion  here? 

Mr.  HENDERSON.  I  will  be  pleased 
to  yield  to  the  chairman  to  answer  the 
question. 

Mr.  FLOOD.  I  think  the  gentleman 
from  Texas  [Mr.  Patman]  can  help  us. 

Mr.  PATMAN.  Of  course,  the  term 
“small  business”  is  relative.  It  depends 
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on  the  type  of  business.  In  some  lines 
of  business  $250,000  or  $350,000  would 
probably  be  a  monopoly — in  the  case  of 
needlecraft  and  things  like  that.  In 
other  lines  of  business,  such  as  the  auto¬ 
mobile  business,  it  would  not  mean 
much.  It  is  a  relative  term.  One  defini¬ 
tion  of  it  has  been  “small  business  is  any 
business  that  is  not  large  enough  to 
have  a  Washington  representative.” 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  HENDERSON.  I  yield  to  the 
gentleman  from  Connecticut. 

Mr.  SEELY-BROWN.  I  think  I  am 
correct  when  I  say  that  the  definition  as 
to  what  small  business  will  be  is  subject 
to  determination  by  the  SBA.  It  has  the 
authority  under  the  enabling  act  which 
created  the  Small  Business  Administra¬ 
tion  and  a  new  act  has  just  recently 
been  passed  by  each  House. 

Mr.  HENDERSON.  That  is  correct. 

Mr.  SEELY-BROWN.  That  defini¬ 
tion  will  be  determined  by  the  SBA  in 
accordance  with  the  ground  rules  laid 
-down  by  this  Congress  itself. 

Mr.  MEADER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  HENDERSON.  I  yield  to  the  gen¬ 
tleman  from  Michigan. 

Mr.  MEADER.  I  am  very  much  con¬ 
cerned  about  the  creation  of  corporations 
by  the  Small  Business  Administration  as 
is  set  up  in  title  in,  the  matter  that  the 
gentleman  from  Indiana  called  attention 
to.  Now,  I  wonder  if  the  gentleman  from 
Ohio  has  given  any  particular  study  to 
that  phase  of  the  bill  and  how  it  may 
affect  the  'operation  of  the  corporation 
statutes  of  the  several  States. 

I  know  that  in  the  State  of  Michigan, 
for  example,  to  incorporate,  the  incorpo¬ 
rators  have  to  pay  filing  fees;  corpora¬ 
tions  have  to  make  annual  reports  and 
pay  franchise  fees,  and  a  considerable 
amount  of  revenue  to  the  State  of  Mich¬ 
igan  is  derived  from  that  source. 

I  do  not  know  what  limits  are  going  to 
be  insisted  upon  by  the  Administrator 
as  to  the  type  of  business  that  one  of 
these  small-business  investment  compa¬ 
nies  might  engage  in,  but  conceivably,  if 
you  do  not  have  to  pay  any  franchise  fees 
or  filing  fees  and  are  not  subject  to  the 
corporation  laws  of  any  State  because  you 
have  a  Federal  charter,  I  can  see  a  possi¬ 
bility  of  disturbing  the  corporation  laws 
of  this  country  by  the  provisions  of  title 
III  and  giving  the  Administrator  of  the 
Small  Business  Administration  the  power 
to  create  corporations.  I  wonder  if  my 
fear  is  unfounded. 

Mr.  HENDERSON.  I  might  say  to  the 
gentleman  that  there  are  two  questions 
involved :  Regardless  of  where  the  entity 
comes  from,  whether  it  be  Federal  or 
State,  the  Small  Business  Administration 
still  has  the  authority  to  determine 
whether  or  not  it  will  recognize  it  to  do 
business  under  this  act;  in  other  words, 
questions  relative  to  the  need  in  the  par¬ 
ticular  community,  and  a  great  number 
of  other  questions  must  be  answered  be¬ 
fore  the  SBA  will  authorize  a  small-busi¬ 
ness  investment  company,  whether  State 
chartered  or  otherwise,  to  do  business 
and  to  use  Federal  funds.  The  second 
question,  of  course,  is  the  method  of 


13414 


CONGRESSIONAL  RECORD  —  HOUSE 


organization.  The  two  questions  should 
not  be  confused. 

Mr.  MEADER.  I  would  like  to  com¬ 
plete  this  matter,  if  the  gentleman  can 
clear  it  up  for  me.  It  seems  to  me  that 
this  might  be  an  avenue  through  which 
the  Small  Business  Administration 
could  create  corporations.  Now,  their 
charter  might  require  them  to  do  noth¬ 
ing  but  loan  to  a  small-business  enter¬ 
prise,  and  maybe  the  Administrator 
could  say  “Well,  you  are  not  doing  that 
kind  of  business;  you  are  out  buying 
bonds  on  the  general  market  and 
securities  of  concerns  that  are  not  small 
business,  and  we  will  not  let  you  operate 
under  this  act  any  more.”  But,  they 
still  have  their  charter;  they  can  still  do 
business.  What  policing  is  there  by  the 
Federal  Government  that  is  comparable 
to  the  policing  that  a  State  government 
does  in  reference  to  corporations  created 
under  State  law? 

Mr.  HENDERSON.  I  might  say  to 
the  gentleman  that  the  investment 
companies  once  formed,  were  they  to 
violate  the  regulations  imposed  upon 
them,  would  not  be  able  to  use  Federal 
funds,  would  not  be  eligible  to  borrow 
SBA  funds  to  continue  to  operate,  and 
could  not,  as  such,  lend  any  Federal 
funds.  Line  20,  page  11,  of  the  bill  sug¬ 
gests  this  limitation. 

Mr.  MEADER.  But,  would  they  still 
not  be  an  incorporated  business  able  to 
do  business? 

Mr.  HENDERSON.  A  Stqte-char- 
tered  corporation  would  be.  The  fate 
of  a  Federal  corporation  is  in  doubt. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Ohio  has  expired. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
1  minute  to  the  gentleman  from  Texas 
[Mr.  Patman]. 

Mr.  PATMAN.  The  bill  provides  that 
the  term  “small  business  concern”  shall 
have  the  same  meaning  as  found  in  the 
Small  Business  Act  of  1953. 

Section  203  of  the  act  reads : 

For  the  purpose  of  this  title,  a  small  busi¬ 
ness  concern  shall  be  deemed  to  be  one 
which  is  independently  owned  and  operated 
and  which  is  not  dominant  in  its  field  of 
operation.  In  addition  to  the  foregoing 
criteria  the  Administration,  in  making  a 
detailed  definition,  may  use  these  criteria, 
among  others:  Number  of  employees  and 
dollar  volume  of  business. 

So,  that  definition,  I  believe,  is  as 
good  as  any  definition  that  could  be 
arrived  at,  and  I  think  it  is  satisfactory. 
It  puts  on  SBA  the  responsibility  of 
setting  standards  and  criteria  depend¬ 
ing  upon  the  type  of  business  the  firm  is 
engaged  in. 

Mr.  KILBURN.  Mr.  Chairman,  I  ask 
unanimous  consent  that  all  Members 
may  have  permission  to  extend  their 
remarks  at  this  point  in  the  Record. 

The  CHAIRMAN.  Without  objection, 
it  is  so  ordered. 

There  was  no  objection. 

Mr.  EVINS.  Mr.  Chairman,  the 
chairman  and  the  members  of  the  Bank¬ 
ing  and  Currency  Committee  are  to  be 
commended  for  bringing  to  our  consider¬ 
ation  in  this  session  this  far-reaching 
legislation.  This  small-business  invest¬ 
ment  bill  attacks  one  of  the  most  serious 
problems  facing  small  business  and  of¬ 
fers  an  effective  tool  to  help  preserve  the 


position  of  small  business  in  our  econ¬ 
omy  and  thereby  to  insure  a  continuation 
of  the  climate  of  opportunity  which  has 
been  one  of  the  most  important  char¬ 
acteristics  of  our  American  system. 

The  most  immediate  assistance  that 
we  could  give  to  small  business  would  be 
an  equalization  in  tax  treatment. 
Earlier  this  week  we  took  some  steps 
in  this  direction.  It  is  regrettable  that 
the  economic  conditions  of  our  country 
and  the  fiscal  position  of  our  Govern¬ 
ment  makes  it  impossible  at  this  time  to 
go  as  far  in  this  direction  as  most  of  us 
know  we  ought  to  go. 

Our  inability  to  act  it  the  field  of  tax¬ 
ation  gives  us  all  the  more  compelling 
reasons  for  taking  action  to  help  small 
business  in  this  equally  vital  area  of  pro¬ 
viding  a  better  source  of  capital  for  the 
expansion  of  pi'esent  small  business  and 
the  creation  of  new  small  businesses. 

Seldom  has  there  been  as  complete 
unanimity  as  to  the  need  for  legislation 
as  there  has  been  in  regard  to  the  need 
for  providing  better  and  more  easily 
available  sources  of  investment  capital 
for  small  business.  The  Small  Business 
Committee  of  this  body  has  held  hearings 
in  this  area  since  last  fall.  The  equiva¬ 
lent  committee  in  the  other  body  has  also 
held  hearings  on  this  matter  in  the  past 
few  months.  We  heard  testimony  from 
high  officials  of  the  executive  branch, 
from  the  Governors  of  the  Federal  Re¬ 
serve  System,  from  the  Depai'tment  of 
Commerce,  from  private  bankers,  from 
economists,  and  from  businessmen. 
The  testimony  has  been  unanimous  as 
to  the  need  for  some  access  to  long-term 
capital  on  conditions  small  business  can 
meet. 

Furthermore,  Mr.  Chairman,  economic 
studies  indicate  clearly  that  the  position 
of  small  business  has  been  deteriorating 
rapidly  in  the  past  few  years  and  that 
the  disadvantages  it  suffers  in  the  field 
of  financing  have  been  becoming  more 
and  more  serious.  Big  business  has  ac¬ 
cess  to  ample  soui’ces  of  capital  for  ex¬ 
pansion.  The  effects  of  our  own  Gov¬ 
ernment's'  fiscal  policies  have  tended  to 
open  the  dooi-s  to  additional  capital 
wider  for  big  business  and  to  close  them 
for  small  business.  For  example,  the  re¬ 
peal  of  the  excess-profit  taxes  freed  for 
big  business  a  ti-emendous  source  of  cap¬ 
ital  for  expansion.  Similarly  the  so- 
called  tight  money  policy  tended  to  put 
small  business  at  a  far  greater  disadvan¬ 
tage  in  this  respect.  It  is  time  we  took 
action  in  this  field  and  I  am  pleased  to 
see  this  bill  before  the  committee  today. 

Since  this  is  a  new  venture  into  a  field 
where  we  have  had  little  previous  ex¬ 
perience  thei'e  have  been  differences  of 
opinion  as  to  the  best  way  of  meeting 
this  gi-eat  need.  Nobody  really  knows 
whether  this  is  the  best  way  to  do  the 
job.  But  it  is  a  big  step  in  the  right  di¬ 
rection.  I  am  confident  it  will  work  and 
that  with  greater  experience  we  can 
eventually  devise  a  system  which  meets 
the  needs  of  small  business  in  this  area 
efficiently  and  effectively. 

The  facilities  we  will  set  up  in  passing 
this  bill  will  not  be  in  competition  with 
private  financing  institutions  or  other 
sources  of  capital  but  will  supplement 
and  augment  them.  It  is  designed  to  fill 
a  real  need  which  no  present  institu¬ 
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tions  could  fill  adequately.  It  has  been 
approved  by  the  bankers  themselves. 
It  will  be  of  special  value,  in  my  judg¬ 
ment,  in  the  rural  and  less  developed 
areas  of  our  country  where  opportunities 
for  business  have  been  declining  recently 
and  where  sources  of  investment  capi¬ 
tal  are  the  most  limited. 

Mr.  Chairman,  as  a  member  of  the 
Small  Business  Committee,  I  want  to 
urge  all  my  colleagues  to  vote  for  this 
bill.  By  passing  it  we  can  strike  an  ef¬ 
fective  blow  to  preserve  the  equality  of 
opportunity  and  the  system  of  free  en¬ 
terprise  which  have  been  among  the 
great  glories  of  our  way  of  life. 

The  need  is  pi'esent.  The  opportunity 
hei'e  exists  to  be  of  real  seiwice  in  an 
area  where  some  assistance  is  pressing 
and  I  trust  this  bill  will  be  approved. 

Mr.  MCCARTHY.  Mr.  Chairman,  this 
bill  was  designed  to  make  available  more 
equity  capital  for  small-business  invest¬ 
ment.  It  should  improve  the  competi¬ 
tive  position  of  small  business  in  the  cap¬ 
ital  market  of  the  United  States. 

I  am  assured  that  the  authors  of  the 
bill  and  the  committee  reporting  it  are 
confident  that  the  institutions  resulting 
from  the  passage  of  this  bill  will  not 
in  practice  be  in  competition  with  small, 
independent  commercial  banks. 

Mr.  Chairman,  I  favor  the  passage  of 
this  bill. 

Mr.  BROWN  of  Missouri.  Mr.  Chair¬ 
man,  this  Small  Business  Investment 
Companies  Act  of  1958  may  well  be  and 
certainly  should  turn  out  to  be  one  of 
the  finest  achievements  of  the  85th  Con¬ 
gress. 

It  is  not  a  highly  advertised  or  glamor¬ 
ized  measure,  and  it  may  sound  a  little 
confusing  to  many  small-business  men. 
But  it  is  an  historic  step  toward  pro¬ 
tecting  the  future  of  small  business,  and 
I  am  proud  to  have  played  a  part  in  the 
long,  hard  committee  work  that  started 
the  ball  rolling  and  hammered  out  this 
bill. 

This  act  seeks  to  fill  a  void  in  the 
American  financial  community,  a  void 
that  has  existed  for  a  long  time.  With 
this  act,  Government  is  stepping  for¬ 
ward  and  asking  American  investors  to 
invest  venture  capital  in  small  business. 
With  this  act,  Government  is  trying  to 
encourage  a  reasonable  flow  of  pi’ivate 
capital  into  worthy  smaller  enterprises. 

And  in  a  constructive  positive  way,  we 
are  striking  a  blow  against  monopoly 
and  giantism  by  strengthening  com¬ 
petitive  forces. 

Now,  I  am  sure  that  many  people  feel 
that  nothing  can  really  be  done  to  keep 
big  business  from  eating  up  the  small. 
It  has  become  a  fad,  to  say  blithely  that 
big  business  is  more  efficient  than  small 
business.  They  point  to  quantity  pur¬ 
chasing,  fancy  equipment,  and  so  forth 
to  prove  that  the  giants  will  inevitably 
own  it  all.  Well  I  have  had  some  expe¬ 
rience  with  some  of  the  Nation's  largest 
businesses.  I  have  a  wholesome  respect 
for  their  operations.  But  let  me  tell  you 
that  efficiency  and  economy  are  not  al¬ 
ways  their  greatest  attributes. 

When  a  big  business  gets  giant  size, 
just  the  simple  task  of  informing  each 
other — holding  meetings  and  conven¬ 
tions  and  talking  over  long  distance  tele¬ 
phone — becomes  an  appalling-  expense. 
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Further,  they  often  become  slow-acting 
and  sluggish.  They  cannot  react  to  a 
changing  situation  as  rapidly  as  a 
smaller  firm. 

In  most  fields,  the  good  small  business 
may  well  be  more  efficient  than  a  big 
business,  especially  in  distribution — 
wholesaling,  and  retailing. 

If  they  are  good,  small  businesses  join 
buying  groups  and  buy  at  quantity  dis¬ 
count.  They  purchase  advertising  at 
local  instead  of  higher  national  rates. 
Their  operation  is  not  unwieldy  or  cum¬ 
bersome. 

If  this  act  works  as  it  should  work, 
there  will  be  hundreds  of  small  business 
investment  companies  scattered  over 
America  performing  investment  bank¬ 
ing  service  for  small  business.  The  little 
man  will -be  able  to  get  well-rounded 
tailormade  financing  help  quickly,  just 
as  the  giant  corporations  get  it  at  in¬ 
vestment  houses  on  wall  Street. 

And  this  is  a  crying  need.  Generally 
speaking,  the  good  small  business  can 
get  short-term  working  capital.  Com¬ 
mercial  banks  are  performing  this  serv¬ 
ice. 

But  when  it  comes  to  long-term  loans 
for  equipment  and  plant  or  when  it 
comes  to  expanding  facilities,  the  little 
man  has  a  real  problem. 

Occasionally,  a  small  business  gets  an 
insurance  company  to  make  a  real  estate 
mortgage  loan.  But  by  and  large,  most 
small  business  equipment  purchases  are 
financed  by  chattel  mortgages  held  by 
suppliers — short-term  paper,  heavy 
monthly  payments,  and  high  interest 
rates. 

Let  me  give  you  an  example.  There 
are  two  clothing  stores  on  the  public 
square  of  your  hometown.  One  is 
owned  and  operated  by  John  Smith — a 
local  man  who  grew  up  in  the  clothing 
business,  a  good  operator  highly  re¬ 
spected. 

The  other  is  a  good  operation,  too,  1 
Of  some  500  stores  owned  and  operated 
by  a  national  chain  which  is  listed  on 
the  New  York  Stock  Exchange  and 
whose  stock  is  widely  held  by  small  in¬ 
dividual  investors  around  the  country. 

John  Smith  and  this  national  chain 
are  competing  heatedly,  each  getting  a 
share  of  the  town’s  clothing  business. 

Pursuant  to  a  national  expansion,  the 
chainstore  decides  to  modernize  and  re¬ 
model. 

The  company  comptroller  at  the  na¬ 
tional  headquarters  goes  to  an  invest¬ 
ment  bank  probably  on  Wall  Street  and 
unfolds  an  elaborate  brochure,  showing 
what  the  company  wants  to  do,  and 
winds  up  by  saying  we  need  $2  million. 

The  investment  bankers,  experienced 
financial  men,  go  over  the  plans  and 
arrive  at  a  complete  financial  program. 
A  portion  will  be  handled  by  long-term 
bonds  or  preferred  stock,  another  part 
in  common  stock,  so  much  in  mortgage 
debt  to  be  held  by  insurance  companies. 
A  complete  financing  program. 

The  company  agrees  and  the  invest¬ 
ment  bank  writes  them  a  check  for  $2 
million.  Then  the  company  proceeds  to 
modernize  their  stores  all  over  the  coun¬ 
try,  while  the  investment  bank  is  selling 
the  bonds  and  the  stock  to  thousands  of 
small  investors  all  over  America. 


The  investment  banks,  the  insurance 
companies,  the  mutual  funds,  the  whole 
financial  community  thinks  primarily  in 
big  business  terms.  The  best  service  is 
for  big  business. 

It’s  so  much  easier  to  handle  a  $2 
million  capital  program  than  it  _is  to  fool 
around  with  200  different  $10,000  pro¬ 
grams.  Investors  are  educated  to  it. 
It’s  a  natural  flow.  And  where  capital 
flows,  business  volume  will  follow  almost 
without  exception. 

So,  the  national  chain  operation  gets 
capital.  But  what  happens  to  John 
Smith  who  must  modernize  and  improve 
his  operation  to  compete?  Well,  first, 
he  talks  to  his  local  banker.  The  banker 
tells  him  that  it’s  a  good  idea;  but  ex¬ 
plains  that,  under  the  banking  laws,  the 
commercial  bank  is  designed  for  short¬ 
term  loans,  working  capital  to  cover  in¬ 
ventory  and  accounts  receivable  and 
emergencies.  They’re  not  set  up  to  serve 
long-term  capital  needs. 

So,  together,  they  contact  an  insurance 
company.  But  the  answer  is  that  the 
insurance  company  is  not  very  much  in¬ 
terested  in  a  small  loan  of  that  size. 
Only  some  6  percent  of  their  total  dollar 
loan  volume  has  been  going  to  small 
businesses. 

Certainly,  investment  banks  and  most 
stock  brokerage  houses  are  not  inter¬ 
ested  in  John  Smith’s  clothing  store  on 
Main  Street. 

So,  unless  the  merchant  can  persuade 
the  wealthy  widow  or  the  rich  uncle  to 
help  him  out,  or  unless  he  makes  a  mis¬ 
take  and  loads  himself  down  with  short¬ 
term  chattel  mortgages  to  equipment 
suppliers,  he  is  sunk.  He  just  cannot 
modernize. 

A  serious  void  exists  in  the  financial 
community;  small  business  does  not  have 
adequate  sources  for  equity  capital  and 
long-term  loans.  Congress  recognized 
this  void  years  ago  and  adapted  the  Re¬ 
construction  Finance  Corporation  as  a 
new  source  for  small-business  long-term 
loans.  That  Government  agency  was  a 
lifesaver  to  many  a  small  business. 

Later,  the  Congress  created  the  Small 
Business  Administration  as  a  source  for 
semi-long-term  loans  for  small  business. 
That  agency  exists  today.  It  h&s  helped 
some  small  businesses.  It  is  now  doing  a 
better  job  than  it  did.  But  it  is  not 
anywhere  near  the  solution  to  the  prob¬ 
lem. 

In  the  first  place,  the,  total  loans  made 
by  the  SBA  represented  seven-one-hun¬ 
dredths  of  1  percent  of  the  Nation’s  ex¬ 
penditure  for  new  plant  and  equipment 
last  year.  It  is  a  mere  drop  in  the  bucket. 

And  even  expanding  the  SBA  is  not  an 
adequate  answer  to  this  vast  problem. 

First,  the  SBA  is  a  loan  agency.  It  is 
not  authorized  to  solicit  capital  for 
small-business  firms.  There  are  no  ag¬ 
gressive  SBA  salesmen  out  selling  in¬ 
vestors  that  they  should  invest  in  small 
business.  And  that  is  what  small  busi¬ 
ness  needs.'  They  need  a  source  for 
capital  that  is  similar  to  investment- 
bank  service  for  big  business. 

Second,  the  SBA  is  a  Government  in¬ 
stitution.  No  one’s  salary  in  the  SBA 
offices  around  the  country  is  dependent 
on  making  loans.  So  what  if  they  delay 
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a  decision  on  an  application?  So  what 
if  they  make  $50,000  worth  of  loans  this 
quarter  instead  of  the  $1  million  they 
should  have  made?  Everybody  will  get 
his  paycheck  just  the  same.  Small  busi¬ 
ness  needs  a  source  for  long-term  loans 
operated  by  a  company  that  has  to  make 
loans  to  survive,  and  has  to  make  good 
loans  or  go  broke. 

This  Small  Business  Investment  Com¬ 
panies  Act  seeks  to  establish  investment- 
banking  service  for  small  business.  This 
bill  creates  investment  companies 
around  the  country  which  are  to  interest 
investors  in  investing  in  small-business 
investment  companies  that  will  make 
long-term  loans  or  sell  equity  shares  in 
small  businesses  that  have  a  right  to  a 
future,  investment  companies  that  will 
correlate  and  handle  the  financing  prob¬ 
lems  of  a  small  business,  like  John 
Smith’s  clothing  store. 

These  investment  companies  will  even¬ 
tually  be  owned  almost  entirely  by  pri¬ 
vate  capital.  They  will  be  started  with 
some  Government  assistance,  but  Gov¬ 
ernment  money  will  be  a  minor  part  of 
the  picture. 

The  directors  and  management  of  the 
small-business  investment  companies 
will  have  a  monetary  interest,  a  profit 
incentive,  in  soliciting  investment  funds 
for  small  business  and  in  ferreting  out 
good  small  businesses  to  employ  those 
funds.  t 

Small-business  men  who  would  other¬ 
wise  be  handicapped  in  growth  by  lack 
of  knowledge  of  stocks  and  debentures 
and  business  finance  will  have  an  invest¬ 
ment  company’s  skilled  assistance  read¬ 
ily  accessible. 

If  this  plan  works  as  we  who  have 
fathered  it  believe  it  will  work,  small 
business  will  in  time  have  more  adequate 
sources  for  equity  financing  and  long¬ 
term  loans. 

If  the  plan  works  as  it  should  work, 
good  efficient  small  businesses  Will  be 
able  to  hold  their  own  against  giantism 
concentration. 

The  young  man  with  skill  and  know¬ 
how  will  be  able  to  take  a  new  idea  to 
his  small  business  investment  company 
and,  if  it  has  merit,  get  financial  assist¬ 
ance  in  launching  it. 

If  this  plan  works,  and  is  expanded,  it 
could  well  be  the  most  effective  anti¬ 
trust  and  antimonopoly  legislation  yet, 
because  it  is  a  positive  step,  a  construc¬ 
tive  approach  toward  strengthening 
competition. 

Instead  of  relying  on  “anti”  legislation 
to  slow  down  this  headlong  dash  to 
giantism,  instead  of  always  trying  to 
“bust  ’em  up,”  let  us  strengthen  the  other 
clubs  in  the  league.  This  bill  can  mean 
more  competition,  less  concentration. 

Now,  these  good  things  can  happen 
and  will  happen  if  this  bill  is  adminis¬ 
tered  by  people  who  believe  in  it  and 
who  will  set  out  to  make  it  work.  If  it 
gets  halfhearted,  insincere  handling,  if 
it  is  bogged  down  in  red  tape  and  legal 
jargon  by  eye-dotters  and  tee-crossers 
who  lose  sight  of  the  total  picture  by 
concentrating  too  intently  on  their  own 
personal  interests,  this  bill  will  not 
achieve  what  we  want  it  to  achieve. 
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But  I  believe  in  this  bill.,  In  the  long 
range,  it  can  and  should  prove  to  be 
a  monumental  legislative  achievement. 
This  is  a  big  step,  a  step  that  we  should 
be  able  to  look  back  on  with  pride  one 
of  these  days. 

Let  us  pass  it;  and  let  us  see  to  it  that 
it  is  administered  with  tender  loving 
care. 

Mr.  RAY.  Mr.  Chairman,  I  rise  in 
opposition  to  S.  3651.  In  principle  it 
seems  to  me  just  bad  practice  for  the 
Government  to  enter  the  field  of  fur¬ 
nishing  long-time  loans  to  provide  equity 
capital  as  contemplated  by  this  bill. 

The  $250  million  fund  and  the  cost  of 
administering  the  Federal  Government’s 
functions  under  the  bill  seem  exorbitant 
and  extravagant  in  relation  to  the  spec¬ 
ulative  benefits  small  business  might  get 
under  the  bill.  The  $250  million  figure 
is  just  a  start,  of  course,  if  this  program 
is  embarked  upon. 

Mr.  Chairman,  small  business  needs 
and  should  have  tax  relief  and  accel¬ 
erated  depreciation  opportunities.  In 
the  absence  of  legislation  for  those  pur¬ 
poses,  S.  3651  seems  to  me  an  idle  ges¬ 
ture.  I  have  had  no  request  from 
constituents  to  support  this  bill. 

Mr.  ROGERS  of  Florida.  Mr.  Chair¬ 
man,  the  Small  Business  Investment  Act 
of  1958,  S.  3651,  will  provide  investment 
capital  and  long-term  credit  for  small- 
business  concerns  of  our  Nation,  very 
much  needed  to  aid  all  of  our  economy 
but  especially  small  business. 

The  bill  will  establish  a  program  to 
stimulate  and  supplement  the  flow  of 
private  equity  capital  and  long-term 
loan  funds  which  small-business  con¬ 
cerns  need  for  the  sound  financing  of 
their  business  operations  and  for  their 
growth,  expansion,  and  modernization, 
and  which  are  not  available  in  adequate 
supply.  The  bill  provides  for  the  maxi¬ 
mum  participation  of  private  financing 
sources. 

The  program  under  this  bill  will  be 
administered  through  the  Small  Busi¬ 
ness  Administration.  The  present  busi¬ 
ness  loan  program  of  that  agency  is 
limited  to  providing  short-term  and  in¬ 
termediate-term  credit  when  such  loans 
are  unavailable  from  private  financial 
institutions.  This  program  does  not 
provide  equity  financing.  This  bill  un¬ 
der  consideration  would  provide  the 
long-term  loans  and  equity  capital  now 
needed  by  small  business. 

This  legislation  will  be  a  big  help  to  all 
sections  of  our  economy  and  the  small 
business  emits  will  particularly  benefit. 
At  the  present  time  the  country’s  finan¬ 
cial  institutions  are  unable  to  make 
equity  loans  and  the  small-business  men 
have  most  of  their  assets  tied  up  in 
buildings  and  equipment,  and  are  not 
able  to  get  the  needed  money  for  expan¬ 
sion  and  improvements.  S.  3651  will 
provide  this  new  capital,  and  at  long¬ 
term  rates  that  will  encourage  this 
needed  progress. 

Mr.  Chairman,  I  sincerely  hope  that 
this  bill  will  receive  the  assistance  of 
each  Member,  so  that  we  may  see  speedy 
passage  of  this  bill  which  will  do  so  much 
toward  strengthening  the  position  of 
our  small-business  men,'  and  thereby 
strengthening  our  entire  economy. 


Mr.  KILBURN.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Texas 
[Mr.  Alger]. 

(Mr.  ALGER  asked  and  was  given  per¬ 
mission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  ALGER.  Mr.  Chairman,  I  had 
not  intended  to  take  part  in  the  debate 
today,  but  I  had  no  idea  the  kind  of 
bill  that  was  coming  to  the  floor  of  the 
House  or  how  little  opposition  there 
would  be  to  this  proposal,  the  Small 
Business  Investment  Act  of  1958. 

By  the  way,  Mr.  Chairman,  I  must 
observe  that  there  is  no  minority  report, 
to  which  I  take  exception,  because  I 
know  that  several  members  of  the  com¬ 
mittee  were  opposed  to  the  bill,  and  I 
believe  there  is  a  viewpoint  that  needs 
to  be  expressed. 

Mr.  Chairman,  I  now  want  to  refer  to 
the  hearings  at  page  977.  Lest  anyone 
think  there  were  no  hearings,  let  me 
quote  from  one  of  those  who  testified. 
He  directed  his  remarks  specifically  to 
equity  capital  and  long-term  credit  for 
small  business.  The  witness  is  Mr.  Wen¬ 
dell  B.  Barnes,  Administrator,  Small 
Business  Administration,  and  this  is 
what  he  said : 

In  the  case  of  equity  capital  financing, 
however,  there  is  no  equally  objective  meth¬ 
od  of  evaluating  the  risk  and  determining 
eligibility.  Thus,  if  no  objective  method  of 
determining  eligibility  exists,  it  is  most  diffi¬ 
cult  to  determine  to  whom  equity  capital 
financing  shall  be  extended  and,  therefore, 
what  the  limits  of  the  program  shall  be; 
the  demand  for  equity  capital  may  be  limit-1 
less.  In  the  case  of  credit  financing,  col¬ 
lateral  can  protect  the  lender;  in  the  case 
of  equity  financing,  the  investor  is  pro¬ 
tected  only  to  the  extent  that  he  has  cor¬ 
rectly,  analyzed  the  potentiality  of  the  busi¬ 
ness  ahd  is  granted  an  opportunity  to  have 
a  voice  in  control  of  the  management.  This 
is  a  function  for  which  the  Government  is 
ill  adapted. 

Then  he  proceeds  to  outline  10  points 
which  I  think — at  least  as  far  as  I  am 
concerned — proves  without  a  doubt  that 
this  bill  is  self-defeating.  I  leave  those 
for  your  own  consideration.  I  just 
wanted  the  Members  to  know  that  they 
are  here  in  the  record  of  the  hearings. 

I  was  one  of  those  who  opposed  mak¬ 
ing  permanent  the  Small  Business  Ad¬ 
ministration.  I  realize  what  a  small 
minority  that  places  me  in.  But  I  must 
tell  you  that  there  are  a  great  many 
people  across  this  country,  and  cer¬ 
tainly  down  where  I  come  from,  contrary 
to  what  anyone  may  think  from  listen¬ 
ing  to  other  Representatives,  who  do  not 
believe  that  this  is  the  function  of  the 
Federal  Government. 

As  to  equity  capital,  why  can  the 
small-business  man  not  get  it  from  the 
banks?  Because  they  are  a  poor  risk? 
Is  that  any  reason  Tor  Uncle  Sam  to  step 
in?  I  hardly  think  so.  Also,  let  me  tell 
you  that  this  will  expand  Government 
personnel  considerably.  Read  the  bill. 
Section  201  specifies  a  whole  new  divi¬ 
sion  and  also  mentions  other  employees 
that  are  involved  and  where  they  would 
be  as  to  their  civil  service  grades. 

Mr.  Chairman,  who  are  going  to  get 
the  loans?  Here  is  one  of  the  most  chal¬ 
lenging  matters  in  the  bill.  Unless 
everybody  gets  a  loan  it  is  not  fair.  And 
obviously  we  cannot  afford  to  give  every¬ 


body  a  loan.  Who  is  so  wise  to  grant 
loans  to  some  and  deny  them  to  others? 
This  is  not  the  function  of  government. 
Government  financing  with  taxpayers’ 
money  is  unfair  advantage  for  the 
benefited  businessman  over  his  com¬ 
petitors.  In  fact,  it  is  the  taxpayer’s 
own  money  that  is  subsidizing  his  com¬ 
petitor. 

It  also  applies  to  the  smaller  loans. 
It  seems  to  me  it  is  quite  likely  that  we 
will  be  subsidizing  poor  business  opera¬ 
tion,  since  the  loans  will  be  made  only 
if  the  loan  is  not  available  elsewhere. 

At  a  time  when  this  Government  is 
running  a  terrific  national  debt;  at  a 
time  of  national  emergency,  this  is  no 
time  for  us  to  play  fast  and  loose  with 
the  taxpayers’  money.  In  view  of  the 
amount  of  the  national  debt,  and  the 
deficit  we  are  facing  this  year,  I  decry 
this  alleged  help  to  small-business  men 
who  are  able  to  stand  on  their  own  feet. 

Mr.  Chairman,  also  I  take  exception  to 
the  definition  of  small  business.  I  defy 
anybody  to  tell  me  what  that  definition 
of  small  business  really  means.  I  can¬ 
not  figure  it  out,  and  I  include  the  one 
that  was  given  to  us  on  the  floor  earlier 
today. 

How  are  we  going  to  help  small  busi¬ 
ness?  One  very  simple  way  that  we  can 
is  to  cut  the  spending  that  we  are  doing 
so  recklessly  in  Congress.  If  we  do  that, 
then  we  will  be  able  to  cut  back  taxes, 
so  that  some  small-business  men  do 
not  have  to  get  loans  to  pay  their  taxes, 
or  ask  for  these  equity  loaiis. 

Secondly,  we  need  a  balanced  budget 
more  than  we  need  inflation  at  this  time 
as  a  real  help  to  the  small-business  man. 
And  no  amount  of  wording  or  compli¬ 
cated  provisions  such  as  are  in  this  bill 
is  going  to  help  the  small-business  man. 

I  happen  to  have  the  feeling,  and  I  am 
sure  many  of  the  Members  do,  that  what 
the  people  want  most  of  all,  including 
the  small-business  menr  is  a  tax  cut. 
And  only  by  opposing  some  of  these 
large  spending  measures  can  we  help  get 
that  tax  cut  for  the  small-business  man. 

The  thing  that  appalls  me  the  most 
is  that  there  is  not  any  division  of  opin¬ 
ion  particularly  here  today  in  this  new 
venture  by  the  Federal  Government.  If 
one  political  party  conceives  an  idea,  the 
other  party  has  got  to  beat  them  to  the 
punch.  So  today  we  have  a  bipartisan 
push  behind  this  new  venture  which 
even  the  proponents  of  the  bill  call  an 
experimental  field.  We  are  treading  on 
brandnew  ground.  This  is  not  the  time 
for  us  to  tread  on  new  ground  with  the 
taxpayers’  money. 

Mr.  Chairman,  it  seems  to  me  that  this 
is  a  time  of  crisis  and  we  need  national 
solvency  more  than  we  need  to  add  to 
/the  $15  or  $20  billion  deficit  staring  us 
in  the  face. 

I  conclude,  Mr.  Chairman,  by  saying 
to  you  that  this  is  self-defeating  legisla¬ 
tion  under  which  businessman  is  set 
against  businessman  at  the  expense  of 
the  voiceless  or  forgotten  taxpayer. 

Mr.  KILBURN.  Mr.  Chairman,  I 
yield  5  minutes  to  the  gentleman  from 
Michigan  [Mr.  Meader], 

(Mr.  MEADER  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 
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Mr.  MEADER.  Mr.  Chairman,  I  have 
asked  for  this  time  because  I  should  like 
somebody  on  the  committee  or  perhaps 
somebody  on  the  Committee  on  the  Ju¬ 
diciary  to  give  me  some  enlightenment 
on  title  III  of  this  measure. 

Title  III  authorizes  the  Small  Business 
Administration  to  charter  corporations, 
small-business  investment  companies.  I 
realize  it  is  for  a  period  of  only  3  years 
that  the  act  gives  that  authority  to  the 
Small  Business  Administrator,  but  any 
corporation  created  within  the  next  3 
years  could  have  a  life  of  30  years,  and 
would  not  be  dissolved  even  though  the 
authority  of  the  Administrator  to  grant 
new  charters  expired. 

Under  State  laws  there  are  rather 
elaborate  provisions  for  the  governing 
of  corporations  and  their  permission  to 
do  business  as  corporations.  I  am  con¬ 
cerned  about  granting  this  rather  broad 
power  to  the  Administrator  and  its  effect 
upon  the  operation  of  the  corporation 
statutes  of  the  several  States. 

I  know  that  in  the  State  of  Michigan 
corporations  are  required  to  pay  a  filing 
fee,  they  are  required  to  pay  a  certain 
amount  on  the  stock  they  are  authorized 
to  issue,  they  are  required  to  pay  annual 
franchise  fees,  and  substantial  revenues 
are  derived  by  the  State  of  Michigan 
from  that  source.  But  from  a  federally 
chartered  concern  no  fees  of  any  kind 
are  required  either  to  incorporate  or  to 
conduct  business  each  year,  as  is  re¬ 
quired  by  most  State  laws. 

Certainly,  if  the  powers  are  broad 
enough  to  do  what  a  small  investment 
company  should  do,  it  could  engage  in 
almost  any  kind  of  business,  I  believe, 
and  still  not .  impair  its  corporate  au¬ 
thority.  I  can  see  that  this  might  be  a 
fine  thing  for  people  who  want  to  in¬ 
corporate  but  do  not  want  to  pay  fees 
and  taxes  for  State  incorporation,  for 
they  can  simply  run  down  to  the  Small 
Business  Administration  and  get  a 
charter.  But  I  wonder  what  effect  it 
will  have  on  State  laws. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MEADER.  I  yield  to  the  gentle¬ 
man  from  North  Carolina. 

Mr.  JONAS.  Is  there  any  provision 
in  title  III  for  supervision  of  corporate 
activity  by  the  States?  Who  will  be  in 
charge  of  supervising  these  activities? 

Mr.  MEADER.  That  is  a  question  I 
should  like  to  have  answered  by  a  mem¬ 
ber  of  the  commtitee.  '  < 

Mr.  MULTER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MEADER.  I  yield  to  the  gentle¬ 
man  from  New  York. 

*  Mr.  MULTER.  I  will  try  to  answer 
some  of  the  gentleman’s  questions. 

This  is  not  a  novel  procedure  or  a  new 
method  of  forming  Federal  corporations 
or  corporations  with  national  charters. 
The  language  we  have  used  in  this  bill 
Is  similar  to  that  which  is  used  in  at 
least  three  other  instances. 

No.  1,  credit  unions.  We  have  a  Credit 
Union  Act  on  the  Federal  statute  books, 
•under  which  the  Federal  Government 
charters  Federal  credit  unions,  quite 
apart  from  each  State  having  the  right  to 
do  the  same  thing.  The  States  do  it  and 
the  United  States  Government  does  it. 


Second,  we  have  a  Federal  statute 
which  permits  the  chartering  of  savings 
and  loan  associations.  Every  one  of  the 
48  States  has  similar  laws.  There  is  no 
interference  one  with  the  other. 

Third,  and  most  important,  and  what 
probably  has  the  longest  legislative  his¬ 
tory,  is  the  chartering  of  banks.  Every 
State  in  the  Union,  chartei's  State  com¬ 
mercial  banks  and  so  does  the  National 
Government  under  a  Federal  statute.  It 
is  under  our  National  Banking  Act,  that 
our  national  banks  are  oi’ganized. 

We  have  tried  to  use  as  neai-ly  as  pos¬ 
sible  the  language  of  the  statutes  as  to 
credit  unions,  savings  and  loan  associa¬ 
tions,  and  banks,  so  that  these  new  com¬ 
panies  will  not  have  carte  blanche  to  do 
anything  and  everything  they  please.  A 
corporation  that  will  be  organized  under 
the  authox-ity  of  this  act  when  chartered 
by  the  Small  Business  Administrator  will 
be  limited  to  the  authority  as  set  forth 
in  the  act.  At  the  same  time,  each  State 
has  the  authority  to  enact  legislation  to 
permit  the  organization  of  this  same 
kind  of  corporations.  If  existing  State 
law  permits  that,  then  the  State  cor¬ 
poration  can  go  to  the  Small  Business 
Administration  and  have  all  of  the  bene¬ 
fits  af  a  nationally  chartered  corpora¬ 
tion  under  this  act. 

Mr.  JONAS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  MEADER.  I  yield. 

Mr.  JONAS.  The  Federal  Govern¬ 
ment  has  national  bank  examiners  and 
we  also  have  examiners  in  the  savings 
and  loan  field  to  which  the  gentleman 
referred.  Where, is  the  provision  here 
for  any  supervision  by  any  Government 
agency  over  the  activities  of  these  cor¬ 
porations  that  you  propose  to  charter? 

Mr.  MULTER.  We  also  have  super¬ 
vision  through  the  Federal  agency  of  the 
credit  unions  and  you  will  have  the  same 
thing  here  by  the  rules  and  regulations 
that  will  be  set  up  by  the  Administrator 
for  the  chai’tering,  operation,  and  super¬ 
vision  of  both  the  Federal  and  the  State 
corporations. 

Mr.  JONAS.  It  would  take  an  army 
of  investigators  to  do  that. 

Mr.  MULTER.  The  provisions  for 
examiners  and  examinations  at  the  ex¬ 
pense  of  the  companies  and  not  at  Gov¬ 
ernment  expense,  are  in  this  bill  at  page 
20  as  a  part  of  section  308. 

The  CHAIRMAN.  The  time  of  the 
gentleman  has  expired. 

Mr.  KILBURN.  Mr.  Chairman,  I 
yield  5  ininutes  to  the  gentleman  from  Il¬ 
linois  [Mr.  Sheehan]. 

(Mr.  SHEEHAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  SHEEHAN.  Mr.  Chairman,  I 
l'ise  in  support  of  the  small  business  bill 
under  consideration.  I  do  realize  some 
objections  have  been  made  to  certain 
parts  of  the  bill  as  to  its  method  of  op¬ 
eration,  but  I  am  sure  the  House  in  its 
wisdom  can  clear  up  these  objections 
with  the  proper  amendments.  I  am  sure 
that  in  the  agreement  with  the  other 
body  that  the  bill  will  bring  foi-th  con¬ 
ditions  and  terms  which  the  small  busi¬ 
ness  community  can  all  look  forward  to 
living  with.  A  previous  speaker  talked 
about  the  fact  that  what  small  business 
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needs  is  not  so  much  legislation  of  this 
sort  as  it  needs  tax  relief.  I  agree  with 
that  very  much,  with  this  exception— 
that  small  bxxsiness  cannot  get  adequate 
tax  relief. 

In  1953  and  1954, 1  was  a  member  of  a 
Small  Business  Subcommittee  under  the 
chairmanship  of  the  gentleman  from 
Connecticut  [Mr.  Seely-Brown].  We 
heard  many  firms  testify  before  us  to 
the  problems  that  they  had  encomxtered 
in  their  growth  because  of  the  tax  situ¬ 
ation.  Many  firms  told  us  how  they 
grew  and  how  they  would  make  over 
$25,000  a  year.  Taxes  would  hold  down 
their  expansion.  They  needed  money 
for  plant  expansion.  Unfortixnately,  the 
Government  after  $25,000  of  profits 
took  52  percent  of  their  profits  and  they 
could  not  save  money  because  of  the  tax 
situation. 

This  year  when  the  Committee  on 
Ways  and  Means  began  hearings  with 
regai-d  to  tax  relief  for  small  business,  I 
was  fortunate  to  be  the  first  witness  to 
testify  in  behalf  of  the  small  business 
tax  bill  which  I  and  other  Republican 
members  of  the  Small  Business  Com¬ 
mittee,  had  inti-oduced.  I  pointed  out 
at  that  time  to  the  Committee  on  Ways 
and  Means  that  evei*y  committee  in  the 
Congress  had  given  help  to  small  busi¬ 
ness  except  the  Committee  on  Ways  and 
Means.  I  cannot  say  that  any  more  for 
the  simple  reason  that  last  week  a  bill 
came  out  of  the  Committee  on  Ways  and 
Means  giving  a  certain  amount  of  tax 
relief  to  small  business.  Unfortunately, 
I  do  not  think  the  tax  relief  afforded  by 
that  bill  will  be  adequate. 

What  small  business  needs  is  risk  cap¬ 
ital.  As  long  as  banks  and  the  stock 
market  and  other  financial  institutions 
cannot  provide  business  with  small  cap¬ 
ital,  then  it  seems  to  me  this  bill  pro¬ 
vides  an  avenue  for  help  for  small  busi¬ 
ness.  I  feel  although  there  is  a  point 
that  the  gentleman  fi’om  Texas  made, 
that  Govei’nment  should  not  be  interfer¬ 
ing  and  that  we  should  have  i*egard  for 
the  taxpayers’  pocketbooks,  if  there  is  no 
other  way  possible  of  getting  help  for 
small  business,  then  I  support  the  provi¬ 
sions  of  this  legislation. 

Mention  was  made  of  risk  capital. 
The  banks  will  give  small  business  money 
if  they  need  it  on  their  inventory  and  if 
they  need  it  on  their  accounts  receivable, 
but  the  small-business  man  who  wants  to 
build  a  building  which  will  take  20  or  30 
years  to  depreciate  or  who  wants  to  buy 
machinei-y  which  will  take  10  or  15  yeai’s 
to  depreciate  cannot  possibly  get  that 
money  from  banks  or  savings  and  loan 
institutions  or  from  practically  any  other 
financial  institution  today.  Therefore, 
in  many  cases,  his  last  resort  is  to  come 
to  the  Government  and  to  see  whether 
the  possibility  is  there  for  him  to  obtain 
money  for  expansion  or  risk  capital. 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  SHEEHAN.  I  yield. 

Mr.  SEELY-BROWN.  I  think  the 
gentleman  "made  a  very  good  point. 
While  this  bill  should  be  helpful,  I  think 
all  of  us  can  agree  that  the  most  helpful 
thing  we  can  do  for  small  bxxsiness  is  to 
provide  proper  x*evision  of  our  tax  laws 
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along  the  general  terms  outlined  by  the 
gentleman  who  is  now  addressing  us. 

Mr.  SHEEHAN.  The  gentleman  from 
Connecticut  [Mr.  Seely-Brown],  is 
eminently  correct.  The  gentleman 
knows  all  of  the  Republican  members  of 
the  Small  Business  Committee  as  well  as 
all  the  Democrat  members  of  the  Small 
Business  Committee  in  their  tax  bills, 
which  they  introduced,  tried  to  provide  a 
ceiling  of  $100,000  or  $150,000  before  the 
surtax  tax  rates  would  apply. 

In  these  tax  bills  the  small-business 
man  on  his  earnings  up  to  $100,000  or 
$150,000  would  only  have  to  pay  30  per¬ 
cent,  the  normal  tax  rate.  That  would 
give  him  money  to  expand.  Under  our 
present  tax  laws  he  does  not  have  the 
money  to  expand,  nor  do  I  see,  in  the  im¬ 
mediate  future,  his  getting  adequate  tax 
relief.  So  this  legislation  is  the  only 
means  I  can  see  at  this  time  where  small 
business  has  a  chance  of  getting  help  for 
such  capital  and  equity  expansion. 

Mr.  MULTER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SHEEHAN.  I  yield  to  the  gentle¬ 
man  from  New  York,  who  has  done  such 
a  tremendous  lot  of  work  for  the  small- 
business  community. 

Mr.  MULTER.  I  thank  the  gentleman 
for  those  kind  words.  I  would  like  to  re¬ 
call  to  the  gentleman  that  all  of  these 
small-business  bills  when  originally  in¬ 
troduced  had  tax  features  written  into 
them.  Those  tax  features  have  been 
eliminated  from  this  bill  on  the  assur¬ 
ance  of  the  other  body  and  the  House 
Ways  and  Means  Committee  that  a  bill 
will  be  enacted  which  will  cover  the  tax 
situation  so  as  to  create  additional  in¬ 
centives  to  carry  out  this  program. 

Mi*.  SHEEHAN.  I  thank  the  gentle¬ 
man  for  his  observation. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Illinois  [Mr.  Sheehan! 
has  expired. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield  2 
minutes  to  the  gentleman  from  Georgia 
[Mr.  Brown]. 

Mr.  BROWN  of  Georgia.  Mr.  Chair¬ 
man,  I  would  like  to  quote  from  the  tes¬ 
timony  of  Mr.  Wendell  B.  Barnes,  Ad¬ 
ministrator  of  the  Small  Business  Ad¬ 
ministration,  when  he  appeared  before 
our  committee.  Here  is  what  he  said, 
which  appears  on  page  980  of  the  hear¬ 
ings: 

I  would  like  to  recommend  to  this  com¬ 
mittee  favorable  consideration  of  H.  R.  12057, 
entitled  "Small  Business  Capital  Act  of  1958,” 
which  on  April  22,  1958,  was  introduced  by 
Mr.  Talle.  A  number  of  similar  bills  have 
been  introduced  by  other  Members  of  the 
Congress. 

I  have  just  talked  to  Mr.  Barnes  out 
here,  and  he  says  he  is  for  this  bill. 

Mr.  SPENCE.  Mr.  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Iowa 
[Mr.  Coad], 

(Mr.  COAD  asked  and  was  granted 
permission  to  revise  and  extend  his 
remarks.) 

Mr.  COAD.  Mr.  Chairman,  today  the 
House  is  considering  an  important  piece 
of  progressive  legislation  and  I  am 
pleased  to  be  among  those  urging  its 
enactment.  Today  the  House  is  dem¬ 
onstrating  its  willingness  to  face  up  to 
the  realities  of  economic  life  by  dealing 
directly  with  one  of  the  inequitable  con¬ 


ditions  under  which  the  small-business 
man  is  required  to  compete.  The  situa¬ 
tion  to  which  I  refer  is  that  wherein  the 
small-business  man  finds  himself  handi¬ 
capped  because  of  his  inability  to  obtain 
long-term  loans  and  equity  capital  fi¬ 
nancing  in  any  fashion  commensurate 
with  that  enjoyed  by  his  giant  com¬ 
petitors. 

This  discriminatory  situation  has  re¬ 
ceived  the  attention  of  economists  and 
Government  leaders  for  many  years  but 
it  is  refreshing  to  realize  that  today,  by 
the  enactment  of  this  bill,  we  will  be 
helping  to  remove  one  of  the  barriers 
to  the  advancement  of  the  small  busi¬ 
ness  segment  of  our  economy. 

As  a  means  of  demonstrating  the  fact 
that  today  we  are  dealing  with  the  most 
important  group  of  our  country’s  busi¬ 
nessmen,  let  me  tell  you  that  a  recent 
report  of  the  House  Small  Business  Com¬ 
mittee  discloses  that  99  percent  of  all 
firms  doing  business  in  the  United  States 
employ  fewer  than  100  employees;  that 
those  companies  employing  fewer  than 
500  employees  accounted  for  99.8  percent 
of  all  business  firms  doing  business  in 
this  country.  There  are  between  4  and 
5  million  such  small  business  concerns 
doing  business  in  this  Nation,  but  de¬ 
spite  this  amazing  bit  of  statistical  in¬ 
formation,  we  must  recognize  that  big 
business  dominates  our  economy.  We 
are  certainly  justified  therefore  in  pass¬ 
ing  legislation  that  will  help  correct  any 
discriminatory  aspect  in  our  economy 
that  serves  to  retard  and  jeopardize  the 
progress  of  these  4  to  5  million  manu¬ 
facturers  and  merchants. 

Inasmuch  as  the  financial  problems 
of  small  business  have  been  studied  by 
Government  officials  and  economists 
during  the  past  20  years  or  more,  there 
exists  a  wealth  of  evidence  pointing  to 
the  fact  that  financing  opportunities 
available  to  small  business  are  wholly 
inadequate.  The  sources  of  capital  for 
big  firms  are  many  and  adequate;  the 
sources  for  small  firms  are  few  and 
scarce.  More  than  10  years  ago,  the 
Committee  for  Economic  Development 
asserted  that  fine  of  the  fundamental 
needs  of  small  and  medium  size  busi¬ 
ness  is  more  adequate  financing — more 
ownership  >  f unds  are  needed  as  com¬ 
pared  with  borrowing  funds.  Within  the 
past  several  months  Mr.  Alfred  Neal, 
president  of  the  Committee  for  Eco¬ 
nomic  Development  told  the  House 
Small  Business  Committee  that  capital 
in  the  form  of  either  equity  capital  or 
of  long-term  debt  is  required  by  grow¬ 
ing  businesses  to  finance  investment  in 
plant  and  equipment  and  for  permanent 
expansion  of  working  capital. 

The  Assistant  Secretary  of  Commerce 
also  testified  before  the  House  Small 
Business  Committee  recently.  He  stated 
that  the  greatest  problem  facing  small 
business  in  their  financing  requirements 
is  long-term  money,  that  is,  anything 
longer  than  what  we  ordinarily  know  as 
commercial  banking.  He  continued  his 
testimony  by  asserting  that  in  his  opinion 
well-organized  companies  with  good 
earnings  have  little  difficulty  in  getting 
short-term  financing,  but  that  all  of 
them  have  trouble  getting  long-term 
financing. 
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A  representative  of  the  American 
Bankers  Association  told  the  House  Small 
Business  Committee  that  the  banks  are 
not  set  up — they  are  not  capitalized — 
they  are  not  organized  for  the  purpose  of 
providing  equity  capital  and  they  cer¬ 
tainly  are  not  organized  for  the  purpose 
of  providing  long-term  loans. 

It  is  thus  made  clear  that  in  enacting 
the  Small  Business  Investment  Act  of 
1958,  the  Congress  is  not  creating  a  Gov¬ 
ernment  agency  that  will  compete 
against  existing  private  lending  institu¬ 
tions.  Indeed,  it  is  in  reflection  of  the 
fact  that  privately  owned  sources  of 
credit  are  not  available  for  use  by  small- 
business  concerns  in  obtaining  long-term 
loans  and  equity  capital,  that  the  need 
for  this  legislation  has  arisen.  The 
problem  is  one  which  the  Congress  must 
solve. 

We  are  all  aware  of  the  substantial  in¬ 
crease  in  population  that  our  country 
has  enjoyed  since  the  end  of  World  War 
IT.  We  are  also  aware  of  the  radical 
changes  that  have  occurred  in  the  econ¬ 
omy  of  our  country.  We  have  witnessed 
wave  after  wave  of  corporate  mergers 
leading  to  a  dangerously  high  degree  of 
concentration  in  many  industries.  We 
have  watched  the  growth  and  applica¬ 
tion  of  modern  merchandising  methods, 
the  successful  creation  of  suburban  com¬ 
munity  shopping  centers,  giant  chain 
organizations,  supermarkets,  and  other 
changes  demonstrating  the  dynamics  of 
the  modern  businessman  serving  the 
consumer’s  needs  today. 

If  the  small  merchant  is  to  continue 
to  constitute  an  important  competitive 
factor  in  our  economy,  he  must  keep 
pace  with  the  modern  tempo.  He  must 
replace  obsolete  fixtures  and  equipment. 
He  must  be  able  to  participate  in,  and 
be  included  among,  those  companies 
comprising  the  suburban  shopping  cen¬ 
ters.  He  must  offer  services  commen¬ 
surate  with  the  supermarkets.  In  short, 
he  must  modernize,  be  aggressive  and 
effective  in  his  overall  merchandising 
operations.  It  costs  money  to  keep  pace 
with  such  a  program  and  this  kind  of 
money  cannot  be  obtained  by  the  small 
businessman  by  going  to  his  local  banker 
and  borrowing  money  for  90  days.  He 
must  be  able  to  obtain  money  on  a  long¬ 
term  basis.  But  today  there  are  vir¬ 
tually  no  sources  to  which  he  can  turn 
for  such  assistance. 

His  giant  competitors,  the  large  chain 
stores,  experience  no  difficulty  in  obtain¬ 
ing  long-term  loans  or  equity  capital  and 
it  is  this  discrimination  that  exists  be¬ 
tween  these  two  classes  of  merchants 
that  must  be  eliminated,  lest  the  small, 
businessman  himself  be  eliminated. 

There  is  a  consistency  in  the  evidence 
showing  that  the  legislation  being  con¬ 
sidered  today  must  be  enacted  today  be¬ 
cause  time  is  running  out.  Every  Mem¬ 
ber  of  this  House  is  fully  aware  of  the 
frightening  rate  at  which  business  fail¬ 
ures  are  occurring  and  have  occurred 
during  the  past  year.  And  we  all  know 
that  it  is  our  small  business  firms  that 
account  for  the  vast  majority  of  these 
failures.  These  days  no  one  ever  hears 
of  a  big  business  concern  becoming  bank¬ 
rupt.  It  follows  therefore  that  our  con¬ 
sideration  of  this  bill  is  especially  timely 
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and  it  also  follows  that  no  delay  in  pass¬ 
ing  this  bill  can  be  tolerated.  We  have 
waited  long  enough.  We  must  act  now. 

It  might  be  that  some  of  the  Members 
feel  that  the  Congress,  in  creating  the 
Small  Business  Administration,  took  all 
the  action  that  was  necessary  in  order 
to  supply  small  business  with  appro¬ 
priate  financial  assistance,  but  such  is 
not  the  case.  It  is  my  opinion  that  Con¬ 
gress  acted  wisely  in  creating  that 
agency  and  we  now  know  that  its  opera¬ 
tions  have  proved  to  be  of  inestimable 
value  to  the  small  businessman.  I  al¬ 
ways  favored  legislation  designed  to 
make  it  a  permanent  agency  and  it  is 
heartening  to  know  that  recent  congres¬ 
sional  action  has  now  made  it  perma¬ 
nent,  but  as  set  forth  in  the  report  of  the 
House  Banking  and  Currency  Commit¬ 
tee  pertaining  to  the  Small  Business  In¬ 
vestment  Act  of'  1958,  the  business  loan 
program  of  the  SBA  is  limited  to  provid¬ 
ing  short-term  and  intermediate-term 
credit.  Its  program  does  not  include, 
and  indeed  it  is  not  authorized  to  pro¬ 
vide,  equity  financing.  .  The  Federal 
Government  at  this  time  has  no  pro¬ 
gram  which  would  make  available  long¬ 
term  loans  or  equity  capital  to  small 
business. 

The  legislation  being  considered  today 
will  create  an  additional  activity  of  the 
Federal  Government  but  this  fact  need 
provide  no  reluctance  upon  the  part  of 
any  Member  to  embrace  its  provisions. 
The  services  rendered  by  our  Govern¬ 
ment  to  its  people  cannot  remain  static. 
Like  our  economy  it  must  keep  pace  with 
the  times  and  must  be  reflective  of  the 
needs  and  demands  of  the  people.  If  the 
enactment  of  this  measure  is  considered 
to  constitute  bold  action  by  the  Con¬ 
gress,  Jet  me  remind  you  that  some  de¬ 
gree  of  boldness  is  necessarily  associated 
with  all  progressive  legislation.  The 
Small  Business  Investment  Act  of  1958 
is  progressive  legislation  but  this  time, 
even  though  we  are  pioneering  we  have 
the  benefit  of  an  abundance  of  com¬ 
petent,  trustworthy  evidence  which  sup¬ 
plies  complete  justification  for  our 
action.  All  of  the  Governors  of  the 
Federal  Reserve  Board  have  announced 
their  approval  of  the  principle  of  this 
bill.  They  have  advocated  action  by  the 
Government  to  fill  in  this  gap  in  the  fi¬ 
nancial  lending  structure  of  our  coun¬ 
try’s  economy. 

As  pointed  out  by  the  report  of  the 
House  Banking  and  Currency  Commit¬ 
tee,  the  Small  Business  Investment  Act 
of  1958  will  create — not  a  new  agency, 
but  merely  a  new  division  within  the 
present  Small  Business  Administration. 
This  Division  will  be  semi-autonomous 
in  nature  and  permitted  to  devote  its 
undivided  attention  to  this  specific  prob¬ 
lem.  The  existing  revolving  fund  of  that 
agency  will  be  increased  by  $250  million 
which  increment  will  be  earmarked  to 
carry  out  the  provisions  of  the  act. 

The  bill  provides  for  the  creation  of 
small  business  investment  companies 
chartered  and  approved  by  the  SBA. 
These  small  business  investment  com¬ 
panies  must  have  paid  in  capital  and 
surplus  before  commencing  business  of 
at' least  $300,000  of  which  $150,000  may 
be  advanced  by  the  SBA  through 


the  purchase  of  debentures  of  the  invest¬ 
ment  company.  National  banks  become 
authorized  to  purchase  stocks  in  these 
companies. 

The  Small  Business  Administration 
will  lend  money  to  these  small  invest¬ 
ment  companies  to  augment  the  funds 
obtained  by  these  companies  from  pri¬ 
vate  sources. 

It  is  the  small-business  investment 
companies  that  will  loan  the  money  to 
the  small-business  concerns.  In  return 
they  will  receive  convertible  debentures 
of  the  small  firm.  Other  safeguards  are 
provided  which  appropriately  protect 
the  Government’s  interest  and  assure 
recovery  of  the  money  advanced. 

Before  a  small-business  company  may 
obtain  such  assistance,  it  must  purchase 
stock  in  the  investment  company  in  an 
amount  ranging  from  2  to  5  percent  of 
the  amount  of  the  capital  provided, 
thereby  building  up  the  investment  of 
private  funds  which  ultimately  will  per¬ 
mit  Federal  participation  to  disappear. 

The  Small  Business  Administration  is 
authorized  to  lend  money  to  State- 
chartered  companies  that  would  operate 
as  small-business  companies  under  the 
act.  At  this  time  about  half  of  the  48 
States,  or  I  should  say  49,  now  have  or 
are  about  to  have  State  development 
companies. 

The  small-business  companies  bene- 
fitted  by  this  measure  may  be  either 
incorporated  or  unincorporated,  and  the 
loans  granted  to  them  need  not  be  re¬ 
paid  until  the  expiration  of  20  years. 
This  term  may  be  extended  for  10  addi¬ 
tional  years  by  the  investment  company. 

The  Small  Investment  Act  of  1958  is 
a  good  bill.  It  reflects  a  tremendous 
amount  of  study  and  investigation.  It 
deals  squarely  with  an  important  but 
wholly  unresolved  problem  confronting 
the  4*/2  million  small-business  concerns 
doing  business  in  our  country.  In  some 
respects,  it  may  be  argued  that  the  pro¬ 
visions  of  the  bill  are  too  conservative 
in  that  the  funds  made  available  to  the 
SBA  for  this  purpose  are  inadequate. 
Moreover,  it  might  have  been  better  if  a 
separate  agency  was  formed  to  admin¬ 
ister  its  provisions,  but  time  does  not 
permit  further  vacillation.  The  objec¬ 
tionable  features  of  the  bill  are  out¬ 
weighed  by  its  many  advantages.  Time 
and  experience  will  demonstrate  the  ef¬ 
fectiveness  of  this  measure,  which  in  turn 
will  permit  the  Congress  to  bring  about 
improvements  and  perfections  in  the  law. 
As  presently  constituted,  the  measure  is 
constructive  and  progressive  because  it 
will  strengthen  the  competitive  capacity 
of  the  small-business  man.  It  will, 
therefore,  improve  the  health  of  our 
entire  economy.  It  provides  for  appro¬ 
priate  safeguards  to  protect  the  money 
invested  by  the  Government.  It  is  in  the 
public  interest;  it  is  good  legislation.  It 
merits  favorable  consideration  by  every 
Member  of  this  House. 

Mr.  SPENCE.  Mr,  Chairman,  I  yield 
5  minutes  to  the  gentleman  from  Cali¬ 
fornia  [Mr.  Holifield]. 

(Mr.  HOLIFIELD  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  HOLIFIELD.  Mr.  Chairman,  I  am 
very  happy  to  see  this  bill  brought  to  the 
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floor  by  the  great  Committee  on  Banking 
and  Currency,  and  I  am  certainly  ICO 
percent  in  support  of  it. 

I  listened  with  some  amazement  a  few 
minutes  ago  to  the  gentleman  from 
Texas  [Mr.  Alger]  when  he  made  the 
statement  that  he  opposed  this  bill,  in 
view  of  the  fact  that  this  bill  does  not 
offer  subsidies  to  small  business,  but 
merely  offers  a  service,  a  loan  service,  in 
which  the  Federal  Government  partici¬ 
pates  only  to  the  extent  of  making  a  cer¬ 
tain  amount  of  credit  available  to  an 
investment  company  organized  under 
State  or  Federal  charter. 

I  think  it  is  about  time  we  do  some¬ 
thing  for  small  business.  I  have  been  a 
small-business  man  since  the  time  I  was 
16  years  of  age.  I  have  been  engaged  in 
my  own  business  and  I  know  something 
about  the  problems  of  small  business  in 
getting  financing.  When  I  think  of  the 
subsidies  that  are  being  extended  to  big 
business  operators  in  this  Nation,  I  say 
that  this  bill  is  a  very  modest  attempt  to 
give  some  service  and  not  some  subsidy 
to  small-business  men. 

I  only  have  to  call  your  attention  to 
the  fact  that  in  the  past  few  years  we 
have  granted  $32  billion — and  I  use  the 
word  “billion,”  not  “million” — worth  of 
tax  amortization  to  the  big  corporations, 
allowing  them  to  write  off  out  of  their 
profits  their  capital  investment  over  a 
period  of  5,  7,  or  8  years.  Small  business 
had  no  such  opportunity. 

I  point  out  to  you  the  subsidies  that  we 
have  given  to  the  airlines  in  actual  cash, 
subsidies  for  operating  expenses  and  sub¬ 
sidies  we  continue  to  give  them  in  the 
way  of  certain  types  of  navigational  serv¬ 
ice  from  Government -supported  insti¬ 
tutions. 

I  point  out  to  you  the  subsidies  that 
we  give  to  the  merchant  marine.  We 
have  just  authorized  some  $60  million 
recently  for  the  building  of  a  great  liner 
for  the  private  shipping  interests  on  the 
theoretical  assumption  that  we  might  be 
able  to  use  this  ship  some  time  in  war. 

I  could  go  on  down  the  line  and  refer 
to  the  guaranties  that  we  give  to  the 
building  industry  and  those  people  under 
the  FHA  and  the  Veterans’  Administra¬ 
tion  housing  program.  The  list  is  limit¬ 
less  of  the  aid  and  assistance  and 
subsidies  we  have  given  to  big  business. 

We  now  offer  a  modest  and  small  pro¬ 
gram  to  give  a  few  small-business  men — • 
I  fear  there  will  be  too  few  who  will 
qualify — an  opportunity  to  borrow  on 
their  own  equities  over  a  longer  term 
than  they  can  get  from  commercial 
banks  and  we  find  Members  who  come 
down  into  the  well  of  the  House  and 
decry  the  action  of  the  committee  in 
furnishing  this  modest  service  to  small 
business. 

Mr.  WESTLAND.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HOLIFIELD.  I  yield  to  the  gen¬ 
tleman  from  Washington 

Mr.  WESTLAND.  I  have  been  a 
strong  supporter  of  SBA.  I  think  it  has 
done  a  fine  job  in  my  own  congressional 
district.  Most  of  the  talk  I  have  heard 
here  this  afternoon  has  been  in  terms  of 
minimums,  in  other  words  $150,000  must 
be  raised  by  the  local  interests  and  you 
get  the  other  $150,000  from  the  Federal 
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Government.  I  guess  you  can  get  an¬ 
other  $150,000  after  that.  But  I  see 
nothing  in  here  about  the  maximum.  I 
would  be  interested  to  know  whether  or 
not  a  small -business  investment  cor¬ 
poration,  for  example,  could  set  itself 
up  as  a  $10  million  concern,  and  I  sup¬ 
pose  they  could  get  $5  million  from  the 
Federal  Government,  and  maybe  they 
could  get  still  another  $5  million. 

Mr.  HOLIFIELD.  I  will  ask  the  gen¬ 
tleman  to  direct  that  question  to  the 
committee. 

Mr.  PATMAN.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HOLIFIELD.  I  yield  to  the  gen¬ 
tleman  from  Texas. 

Mr.  PATMAN.  It  is  limited  to 
$250,000. 

Mr.  HOLIFIELD.  That  is  to  the  indi¬ 
vidual  borrower? 

Mr.  PATMAN.  That  is  $250  million 
overall.  Divided  up  that  means  about 
$83,000  per  county  in  the  United  States, 
which  is  entirely  too  small. 

Mi’.  HOLIFIELD.  And  the  limit  is 
$250,000  to  1  borrower. 

Mr.  PATMAN.  That  is  identifiable. 

Mr.  HOLIFIELD.  One  identifiable 
small  business  borrower. 

Mr.  WESTLAND.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HOLIFIELD.  I  yield  to  the  gen¬ 
tleman  from  Washington. 

Mr.  WESTLAND.  I  would  like  to  get 
this  cleared  up  if,  the  gentleman  will 
listen  a  little  further. 

Mr.  HOLIFIELD.  I  was  fortunate 
enough  to  get  only  5  minutes. 

Mr.  WESTLAND.  I  will  delay  my 
question  and  will  get  it  over  on  this  side. 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  HOLIFIELD.  I  yield  to  the  gen¬ 
tleman  from  Connecticut. 

Mr.  SEELY-BROWN.  I  believe  I  can 
answer  the  question  that  the  gentleman 
raised  about  the  $10  million.  Let  us  take 
a  ^10  million  corporation.  One  hundred 
and  fifty  thousand  dollars  would  have  to 
be  provided,  and  the  private  investors 
would  put  up  the  $10  million.  You  add 
the  two  figures  together  and  divide  and 
you  will  find  the  amount  that  the  SBA 
can  loan. 

Mr.  WESTLAND.  That  is  not  an  an¬ 
swer  to  my  question. 

Mr.  HOLIFIELD.  Mr.  Chairman',  I 
appreciate  the  work  the  committee  has 
done  on  this.  I  am  going  to  support  the 
committee  on  this  bill,  and  I  am  going 
to  vote  against  any  amendments  that 
may  be  offered  to  the  bill.  I  have  read 
it,  and  I  think  this  is  a  long,  overdue  and 
belated  effort  on  the  part  of  the  Con¬ 
gress  to  give  the  little  fellow  a  chance  to 
obtain  some  service  as  a  result  of  Gov¬ 
ernment  credit. 

Mr.  SPENCE.  We  have  no  more  re¬ 
quests  for  time,  Mr.  Chairman. 

The  CHAIRMAN.  The  Clerk  will  read 
the  bill  for  amendment. 

The  Clerk  read  as  follows:  N 

Be  it  enacted,  etc., 

TITLE  I - SHORT  TITLE,  STATEMENT  OF  PURPOSE, 

AND  DEFINITIONS 

Short  title 

Sec.  101.  This  act,  divided  into  titles  and 
sections  according  to  the  following  table  of 


contents,  may  be  cited  as  the  “Small  Business 
Investment  Act  of  1958.” 
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Statement  of  policy 

Sec.  102.  It  is  declared  to  be  the  policy  of 
the  Congress  and  the  purpose  of  this  act  to 
improve  and  stimulate  the  national  economy 
in  general  and  the  small-business  segment 
thereof  in  particular  by  establishing  a  pro¬ 
gram  to  stimulate  and  supplement  the  flow 
of  private  equity  capital  and  long-term  loan 
funds  which  small-business  concerns  need 
for  the  sound  financing  of  their  business  op¬ 
erations  and  for  their  growth,  expansion,  and 
modernization,  and  which  are  not  available 
in  adequate  supply:  Provided,  however.  That 
this  policy  shall  be  carried  out  in  such  man¬ 
ner  as  to  insure  the  maximum  participation 
•of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the 
provisions  of  this  act  shall  be  so  administered 
that  any  financial  assistance  provided  here¬ 
under  shall  not  result  in  a  substantial  in¬ 
crease  of  unemployment  in  any  area  of  the 
country. 

Definitions  \ 

Sec.  103.  (a)  As  used  in  this  act— 

(1)  the  term  “Administration”  means  the 
Small  Business  Administration; 

(2)  the  term  “Administrator”  means  the 
Administrator  of  the  Small  Business  Admin¬ 
istration; 

(3)  the  term  “company”  means  a  small 
business  investment  company  organized  as 
provided  in  title  ni; 

(4)  the  term  “United  States”  means  the 
several  States,  the  Territories  of  Alaska  and 
Hawaii,  the  District  of  Columbia,  and  the 
Commonwealth  of  Puerto  Rico; 

(5)  the  term  “small-business  concern” 
shall  have  the  same  meaning  as  in  the  Small 
Business  Act  of  1953; 

(6)  the  term  “investment  companies” 

means  investment  companies  as  defined  in 
section  3  of  tlie  Investment  Company  Act  of 
1940  which  are  subject  to  the  provisions  of 
that  act;  and  \ 


(7)  the  term  “State  and  local  develop¬ 
ment  companies”  means  enterprises  in¬ 
corporated  under  State  law  with  the  au¬ 
thority  to  promote  and  assist  the  growth  and 
development  of  small-business  concerns  in 
the  areas  covered  by  their  operations. 

TITLE  II.  SMALL  BUSINESS  INVESTMENT  DIVISION 

OF  THE  SMALL  BUSINESS  ADMINISTRATION 

Establishment  of  Small  Business  Investment 
Division 

Sec.  201.  There  is  hereby  established  in  the 
Small  Business  Administration  a  division  to 
be  known  as  the  Small  Business  Investment 
Division.  The  Division  shall  be  headed  by  a 
Deputy  Administrator  who  shall  be  ap¬ 
pointed  by  the  Administrator,  and  shall  re¬ 
ceive  compensation  at  the  rate  provided  by 
law  for  other  deputy  administrators  of  the 
Siqall  Business  Administration.  The  powers 
conferred  by  this  act  upon  the  Administra¬ 
tion  shall  be  exercised  by  the  Administration 
through  the  Small  Business  Investment  Di¬ 
vision,  and  the  powers  herein  conferred  upon 
the  Administrator  shall  be  exercised  by  him 
through  the  Deputy  Administrator  ap¬ 
pointed  hereunder.  In  the  performance  of, 
and  with  respect  to  the  functions,  powers, 
and  duties  vested  by  this  act.  the  Adminis¬ 
trator  and  the  Administration  shall  (in  ad¬ 
dition  to  any  authority  otherwise  vested  by 
this'  act)  have  the  functions,  powers,  and 
duties  set  forth  An  the  Small  Business  Act 
of  1953,  and  the  provisions  of  sections  209 
and  219  of  that  act,  insofar  as  applicable, 
are  extended  to  apply  to  the  functions  of 
the  Administrator  and  the  Administration 
under  this  act. 

Provision  of  funds 

Sec.  202.  (a)  In  order  to  finance  activities 
as  provided  in  section  203,  the  Administra¬ 
tion  is  authorized  and  empowered  to  issue 
to  the  Secretary  of  the  Treasury  notes  and 
other  obligations  in  an  amount  not  ex¬ 
ceeding  $250  million  outstanding  at  -any  one 
time:  Provided,  That  the  total  amount  of 
such  notes  and  other  obligations  which  may 
be  outstanding  during  the  first  year  after 
enactment  shall  not  exceed  $50  million  and 
during  the  second  year  after  enactment  shall 
not  exceed  $150  million.  Such  notes  and 
other  obligations  shall  be  in  such  forms  and 
denominations,  have  such  maturities,  and  be 
subject  to  such  terms  and  conditions  as  may 
be  prescribed  by  the  Administration,  with 
the  approval  of  the  Secretary  of  the  Treas¬ 
ury.  Such  notes  and  other  obligations  shall 
bear  interest  at  a  rate  determined  by  the 
Secretary  of  the  Treasury  which  shall  not  be 
more  than  the  current  average  yield  on  out¬ 
standing  marketable  obligations  of  the 
United  States  of  comparable  maturities  as  of 
the  last  day  of  the  month  preceding  the 
issuance  of  such  notes  and  other  obligations. 
The  Secretary  of  the  Treasury  is  authorized 
to  purchase  any  notes  and  other  obligations 
of  the  Administration  issued  hereunder  and 
for  such  purpose  the  Secretary  of  the  Treas¬ 
ury  is  authorized  to  use  as  a  public  debt 
transaction  the  proceeds  from  the  sale  of 
any  securities  issued  under  the  Second  Lib¬ 
erty  Bond  Act,  as  amended,  and  the  pur¬ 
poses  for  which  securities  may  be  issued 
under  such  act  are  extended  to  include  any 
purchases  of  such  notes  and  other  obliga¬ 
tions.  The  Secretary  of  the  Treasury  may 
at  any  time  sell  any  of  the  notes  and  other 
obligations  acquired  -by  him  under  this  sec¬ 
tion.  All  redemptions,  purchases,  and  sales 
by  the  Secretary  of  the  Treasury  of  such 
notes  and  other  obligations  shall  be  treated 
as  public  debt  transactions  of  the  United 
States. 

(b)  Funds  borrowed  under  this  section 
and  any  proceeds  therefrom  shall  constitute 
a  revolving  fund  which  may  be  used  by  the 
Administration,  in  the  exercise  of  its  func¬ 
tions  under  this  act. 

(c)  There  are  hereby  authorized  to  be 
appropriated  such  sums  as  may  be  necessary 
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and  appropriate  for  the  administrative  ex¬ 
penses  of  the  Administration. 

Purposes  of  revolving  fund 

Sec.  203.  The  Administration  is  authorized 
to  use  its  revolving  fund — 

(1)  to  purchase  the  subordinated  deben¬ 
tures  of  small  business  investment  com¬ 
panies  as  provided  in  section  302; 

(2)  'to  make  loans  to  small  business  in¬ 
vestment  companies  as  provided  in  section 
303;  and 

(3)  to  make  loans  to  State  and  local  de¬ 
velopment  companies  as  provided  in  sections 
501  and  502. 

TITLE  III - SMALL  BUSINESS  INVESTMENT 

COMPANIES 

Organization  of  small  business  investment 
companies  __ 

Sec.  301.  (a)  Small  business  investment 
companies  may  be  formed  for  the  purpose  of 
operating  under  this  act  by  any  number  of 
persons,  not  less  than  10,  who  shall  sub¬ 
scribe  to  the  articles  of  incorporation  of  any 
such  company ;  Provided,  That  no  such  com¬ 
pany  shall  be  chartered  under  this  section 
after  June  30,  1961. 

(b)  The  articles  of  incorporation  of  any 
smalt  business  investment  company  shall 
specify  in  general  terms  the  objects  for  which 
the  company  is  formed,  the  name  assumed 
by  such  company,  the  area  or  areas  in  which 
its  operations  are  to  be  carried  on,  the  place 
where  its  principal  office  is  to  be  located,  and 
the  amount  and  classes  of  its  shares  of  cap¬ 
ital  stock.  Such  articles  may  contain  any 
other  provisions  not  inconsistent  with  this 
act  that  the  company  may  see  fit  to  adopt 
for  the  regulation  of  its  business  and  the 
conduct  of  its  affairs.  Such  articles  and  any 
amendments  thereto  adopted  from  time  to 
time  shall  be  subject  to  the  approval  of  the 
Administration . 

(c)  The  articles  of  incorporation  and 
amendments  thereto  shall  be  forwarded  to 
the  Administration  for  consideration  and 
approval  or  disapproval.  In  determining 
whether  to  approve  the  establishment  of 
such  a  company  and  its  proposed  articles  of 
incorporation,  the  Administration  shall  give 
due  regard,  among  other  things,  to  the  need 
for  the  financing  of  small-business  concerns 
in  the  area  in  which  the  proposed  company 
is  to  commence  business,  the  general  charac¬ 
ter  of  the  proposed  management  of  the  com¬ 
pany,  the  number  of  such,  companies 
spreviously  organized  in  the  United  States, 
and  the  volume  of  their  operations.  After 
consideration  of  all  relevant  factors,  the 
Administration  may  in  its  discretion  approve 
the  articles  of  incorporation  and  issue  a  per¬ 
mit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the 
company  shall  become  and  be  a  body  cor¬ 
porate,  and  as  such,  and  in  the  name  desig¬ 
nated  in  its  articles  shall  have  power — ■ 

(1)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  for  a  period  of  30 
years,  unless  extehded  as  provided  in  section 
309  (f),  or  unless  sooner  dissolved  by  the  act 
of  the  shareholders  owning  two-thirds  of 
the  stock  or  by  an  Act  of  Congress,  or  unless 
its  franchise  becomes  forfeited  by  some  viola¬ 
tion  of  law  or  regulation  issued  hereunder; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  de¬ 
fend  in  any  court  of  law  or  equity; 

(5)  by  its  board  of  directors,  to  appoint 
such  officers  and  employees  as  may  be  deemed 
proper,  define  their  authority  and  duties,  fix 
their  compensation,  require  bonds  of  such  of 
them  as  it  deems  advisable  and  fix  the  pen¬ 
alty  thereof,  dismiss  such  officers  or  em¬ 
ployees,  or  any  thereof,  at  pleasure,  and  ap¬ 
point  others  to  fill  their  places; 

(6)  to  adopt  bylaws  regulating  the  man¬ 
ner  in  which  its  stock  shall  be  transferred, 
its  officers  and  employees  appointed,  its 
property  transferred,  and  the  'privileges 
granted  to  it  by  law  exercised  and  enjoyed; 


(7)  to  establish  branch  offices  or  agencies 
subject  to  the  approval  of  the  Administra¬ 
tion; 

(8)  to  acquire,  hold,  operate,  and  dispose 
of  any  property  (real,  personal,  or  mixed) 
whenever  necessary  or  appropriate  to  the 
carrying  out  of  its  lawful  functions; 

(9)  to  act  as  depository  or  fiscal  agent  of 
the  United  States  when  so  designated  by  the 
Secretary  of  the  Treasury; 

(10)  to  operate  in  such  area  or  areas  as 
may  be  specified  in  its  articles  of  incorpora¬ 
tion  and  approved  by  the  Administration; 
and 

(11)  to  exercise  the  other  powers  set  forth 
in  this  act  and  such  incidental  powers  as  may 
reasonably  be  necessary  to  carry  on  the  busi¬ 
ness  for  which  the  company  is  established. 

(e)  The  board  of  directors  of  each  small 
business  investment  company  shall  consist 
of  nine  members  who  shall  be  elected  annu¬ 
ally  by  the  holders  of  the  shares  of  stock  of 
the  company. 

Capital  stock  and  subordinated  debentures 

Sec.  302.  (a)  Each  company  organized  un¬ 
der  this  act  shall  have  a  paid-in  capital  and 
surplus  equal  to  at  least  $300,000  before  it 
shall  commence  business.  In  order  to  facili¬ 
tate  the  formation  of  small  business  invest¬ 
ment  companies,  the  Administration  is  here¬ 
by  authorized,  notwithtsanding  any  other 
provisions  of  law,  to  purchase  the  debentures 
of  any  such  company  in  an  amount  equal  to 
but  not  more  than  $150,000.  Any  debentures 
purchased  by  the  Administration  under  this 
subsection  shall  be  subordinate  to  any  other 
debenture  bonds,  promissory  notes,  or  other 
obligations  which  may  be  issued  by  such 
companies,  and  shall  be  deemed  a  part  of  the 
capital  and  surplus  of  such  companies  for 
purposes  of  this  section  and  sections  303  (b) 
and  306  of  this  act. 

(b)  The  shares  of  stock  in  any  small  busi¬ 
ness  investment  company  shall  be  eligible 
for  purchase  by  member  banks  of  the  Fed¬ 
eral  Reserve  System,  nonmember  insured 
banks,  financial  institutions,  insurance  com¬ 
panies,  corporations,  partnerships,  or  other 
persons.  In  no  event  shall  any  member 
bank  of  the  Federal  Reserve  System  or  any 
nonmember  insured  bank  hold  such  shares 
in  small  business  investment  companies  in 
an  amount  aggregating  more  than  1  percent 
of  the  capital  and  surplus  of  such  bank. 

(c)  The  aggregate  amount  of  shares  in  any 
such  company  or  companies  which  may  be 
owned  or  controlled  by  any  stockholder,  or 
by  any  group  or  class  of  stockholders,  may  be 
limited  by  the  Administration. 

Borrowing  power 

Sec.  303.  (a)  Each  small  business  invest¬ 
ment  company  shall  have  authority  to  bor¬ 
row  money  and  to  issue  its  debenture  bonds, 
promissory  notes,  or  other  obligations  under 
such  general  conditions  and  subject  to  such 
limitations  and  regulations  as  the  Adminis¬ 
tration  may  prescribe. 

(b)  To  encourage  the  formation  and 
growth  of  small  business  investment  com¬ 
panies,  the  Administration  is  authorized  to 
lend  funds  to  such  companies  through  the 
purchase  of  their  obligations  which  shall 
bear  interest  at  such  rate,  and  contain  such 
other  terms,  as  the  Administratiorf  may  fix. 
The  total  amount  of  obligations  purchased 
and  outstanding  at  any  one  time  by  the  Ad¬ 
ministration  under  this  subsection  in  any 
one  company  shall  not  exceed  50  percent  of 
the  paid-in  capital  and  surplus  of  such 
company. 

Provision  of  equity  capital  for  small-busi¬ 
ness  concerns 

Sec.  304.  (a)  It  shall  be  a  primary  func¬ 
tion  of  each  small  business  investment  com¬ 
pany  to  provide  a  source  of  needed  equity 
capital  for  small-business  concerns  in  the 
manner  and  subject  to  the  conditions  de¬ 
scribed  in  this  section.  __ 
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(b)  Capital  shall  be  provided  by  a  com¬ 
pany  to  a  small-business  concern  under  this 
section  only  through  the  purchase  of  de¬ 
benture  bonds  (of  such  concern)  which 
shall — 

( 1 )  bear  interest  at  such  rate,  and  contain 
such  other  terms,  as  the  company  may  fix 
with  the  approval  of  the  Administration; 

(2)  be  callable  on  any  interest  payment 
date,  upon  3  month’s  notice,  at  par  plus  ac¬ 
crued  interest;  and 

(3)  be  convertible  at  the  option  of  the 
company,  or  a  holder  in  due  course,  up  to 
and  including  the  effective  date  of  any  call 
by  the  issuer,  into  stock  of  the  small-business 
concern  at  the  sound  book  value  of  such 
stock  determined  at  the  time  of  the  issuance 
of  the  debentures. 

(c)  Before  any  capital  is  provided  to  a 
small-business  concern  under  this  section — 

(1)  the  company  may  require  such  con¬ 
cern  to  refinance  any  or  all  of  its  outstand¬ 
ing  indebtedness  so  that  the  company  is  the 
only  holder  of  any  evidence  of  indebtedness 
of  such  concern;  and 

(2)  except  as  provided  in  regulations  is¬ 
sued  by  the  Administration,  such  concern 
shall  agree  that  it  will  not  thereafter  incur 
any  indebtedness  without  first  securing  the 
approval  of  the  company  and  giving  the  com¬ 
pany  the  first  opportunity  to  finance  such  in¬ 
debtedness. 

(d)  Whenever  a  company  provides  capital 
to  a  small-business  concern  under  this  sec¬ 
tion,  such  concern  shall  be  required  to  be¬ 
come  a  stockholder-proprietor  of  the  com¬ 
pany  by  investing  in  the  capital  stock  of  the 
company,  in  an  amount  equal  to  not  less 
than  2  percent  nor  more  than  5  percent  of 
the  amount  of  the  capital  so  provided,  in  ac¬ 
cordance  with  regulations  prescribed  by  the 
Administrator;  except  that  the  Administra¬ 
tor  may  by  regulation  permit  any  such  con¬ 
cern  to  defer  the  purchase  of  such  stock  for 
a  period  of  not  to  exceed  3  years. 

Long-term  loans  to  small-business  concerns 

Sec.  305.  (a)  Each  company  is  authorized 
to  make  loans,  in  the  manner  and  subject 
to  the  conditions  described  in  this  section, 
to  incorporated  and  unincorporated  small- 
business  concerns  in  order  to  provide  such 
concerns  with  funds  needed  for  sound  financ¬ 
ing,  growth,  modernization,  and  expansion. 

(b)  Loans  made  under  this  section  may 
be  made  directly  or  in  cooperation  with 
other  lending  institutions  through  agree¬ 
ments  to  participate  on  an  immediate  or 
deferred  basis. 

(c)  The  maximum  rate  of  interest  for  the 
company’s  share  of  any  loan  made  under 
this  section  shall  be  determined  by  the 
Administration. 

(d)  Any  loan  made  under  this  section 
shall  have  a  maturity  not  exceeding  20  years. 

(e)  Any  loan  made  under  this  section 
shall  be  of  such  sound  value,  or  so  secured, 
as  reasonably  to  assure  repayment. 

(f)  Any  company  which  has  made  a  loan 
to  a  small-business  concern  under  this  sec¬ 
tion  is  authorized  to  extend  the  maturity 
of  or  renew  such  loan  for  additional  periods, 
not  exceeding  10  years,  if  the  company  finds 
that  such  extension  or  renewal  will  aid  in 
the  orderly  liquidation  of  such  loan. 

Aggregate  limitations 

Sec.  306.  Without  the  approval  of  the  Ad¬ 
ministration,  the  aggregate  amount  of  obli¬ 
gations  and  securities  acquired  and  for 
which  commitments  may  be  issued  by  any 
small  business  investment  company  under 
the  provisions  of  this  act  for  any  single 
enterprise  shall  not  exceed  20  percent  of  the 
combined  capital  and  surplus  of  such  small 
business  investment  company  authorized  by 
this  act. 

Exemptions 

Sec.  307.  (a)  Section  3  of  the  Securities 
Act  of  1933,  as  amended  (15  U.  S.  C.  77c),  is 
hereby  amended  by  inserting  at  the  end 
thereof  the  following  new  subsection  (c) ; 
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“(c)  The  Commission  may  from  time  to 
time  by  its  rules  and  regulations  and  subject 
to  such  terms  and  conditions  as  may  be 
prescribed  therein,  add  to  the  securities 
exempted  as  provided  in  1  this  section  any 
class  of  securities  issued  by  a  small  business 
investment  company  under  the  Small  Busi¬ 
ness  Investment  Act  of  1958  if  it  finds,  hav¬ 
ing  regard  to  the  purposes  of  that  act,  that 
the  enforcement  of  this  act  with  respect  to 
such  securities  is  not  necessary  in  the  public 
interest  and  for  the  protection  of  investors.’* 

(b)  Section  304  of  the  Trust  Indenture 
Act  of  1939  (15  U.  S.  C.  77ddd)  is  hereby 
amended  by  adding  the  following  subsection 
(e)  : 

“(e)  The  Commission  may  from  time  to 
time  by  its  rules  and  regulations,  and  sub¬ 
ject  to  such  terms  and  conditions  as  may  be 
prescribed  herein,  add  to  the  securities  ex¬ 
empted  as  provided  in  this  section  any  class 
of  securities  issued  by  a  small-business  in¬ 
vestment  company  under  the  Small  Business 
Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  act,  that  the 
enforcement  of  this  act  with  respect  to  such 
securities  is  not  necessary  in  the  public  in¬ 
terest  and  for  the  protection  of  investors.” 

(c)  Section  18  of  the  Investment  Company 
Act  of  1940  (15  U.  S.  C.  80a)  is  amended  by 
adding  at  the  end  thereof  the  following: 

“(k)  The  provisions  of  subparagraphs  (A) 
and  (B)  of  paragraph  (1)  of  subsection  (a) 
of  this  section  shall  not  apply  to  investment 
companies  operating  under  the  Small  Busi¬ 
ness  Investment  Act  of  1958.” 

Miscellaneous 

Sec.  308.  (a)  Wherever  practicable  the 
operations  of  a  small-business  investment 
company,  including  the  generations  of  busi¬ 
ness,  may  be  undertaken  in  cooperation  with 
banks  or  other  financial  institutions,  and 
any  servicing  or  initial  investigation  required 
for  loans  or  acquisitions  of  securities  by  the 
company  under  the  provisions  of  this  act 
may  be  handled  through  such  banks  or  other 
financial  institutions  on  a  fee  basis.  Any 
small-business  investment  company  may  re¬ 
ceive  fees  for  services  rendered  to  banks  or 
other  financial  institutions. 

(b)  Each  small-business  investment  com¬ 
pany  may  make  use,  wherever  practicable,  of 
the  advisory  services  of  the  Federal  Reserve 
System  and  of  the  Department  of  Commerce 
which  are  available  for  and  useful  to  indus¬ 
trial  and  commercial  businesses,  and  may 
provide  consulting  and  advisory  services  on  a 
fee  basis  and  have  on  its  staff  persons  com¬ 
petent  to  provide  such  services.  Any  Federal 
Reserve  bank  is  authorized  to  act  as  a  de¬ 
pository  or  fiscal  agent  for  any  company 
organized  under  this  act.  Such  companies 
may  invest  funds  not  reasonably  needed  for 
their  current  operations  in  direct  obligations 
of,  or  obligations  guaranteed  as  to  principal 
and  interest  by,  the  United  States. 

(c)  The  Administration  is  authorized  to 
prescribe  regulations  governing  the  opera¬ 
tions  of  small-business  investment  com¬ 
panies,  and  to  carry  out  the  provisions  of 
this  act,  in  accordance  with  the  purposes  of 
this  act.  Each  small-business  investment 
company  shall  be  subject  to  examinations 
made  by  direction  of  the  Administration  by 
examiners  selected  or  approved  by  the  Ad¬ 
ministration,  and  the  cost  of  such  examina¬ 
tions,  including  the  compensation  of  the  ex¬ 
aminers,  may  in  the  discretion  of  the  Ad¬ 
ministration  be  assessed  against  the  com¬ 
pany  examined  and  when  so  assessed  shall 
be  paid  by  such  company.  Every  such  com¬ 
pany  shall  make  such  reports  to  the  Admin¬ 
istration  at  such  times  and  in  such  form  as 
the  Administration  may  require:  except  that 
the  Administration  is  authorized  to  exempt 
from  making  such  reports  any  such  company 
which  is  registered  under  the  Investment 
Company  Act  of  1940  to  the  extent  necessary 
to  avoid  duplication  in  reporting  require  - 
ments. 


(d)  Should  any  small  business  investment 
company  violate  or  fail  to  comply  with  any 
of  the  provisions  of  this  act  or  of  regula¬ 
tions  prescribed  hereunder,  all  of  its  rights, 
privileges,  and  franchises  derived  therefrom 
may  thereby  be  forfeited.  Before  any  such 
company  shall  be  declared  dissolved,  or  its 
rights,  privileges,  and  franchises  forfeited, 
any  noncompliance  with  or  violation  of  this 
act  shall  be  determined  and  adjudged  by  a 
court  of  the  United  States  of  competent  ju¬ 
risdiction  in  a  suit  brought  for  that  purpose 
in  the  district,  Territory,  or  other  place  sub¬ 
ject  to  the  jurisdiction  of  the  United  States, 
in  which  the  principal  office  of  such  com¬ 
pany  is  located.  Any  such  suit  shall  be 
brought  by  the  United  States  at  the  instance 
of  the  Administration  or  the  Attorney  Gen¬ 
eral. 

(e)  Whenever  in  the  judgment  of  the  Ad¬ 
ministration  any  person  has  engaged  or  is 
about  to  engage  in  any  acts  or  practices 
which  constitute  or  will  constitute  a  viola¬ 
tion  of  any  provision  of  this  act  or  of  any 
regulation  thereunder,  the  Administration 
may  make  application  to  the  proper  district 
court  of  the  United  States,  or  a  United 
States  court  of  any  Territory  or  other  place 
subject  to  the  jurisdiction  of  the  United 
States,  for  an  order  enjoining  such  acts  or 
practices,  or  for  an  order  enforcing  com¬ 
pliance  with  such  provision,  or  regulation, 
and  such  courts  shall  have  jurisdiction  of 
such  actions  and,  upon  a  showing  by  the 
Administration  that  such  person  has  engaged 
or  is  about  to  engage  in  any  such  acts  or 
practices,  a  permanent  or  temporary  injunc¬ 
tion,  restraining  order,  or  other  order,  shall 
be  granted  without  bond. 

(f)  Any  small  business  investment  com¬ 
pany  may  at  any  time  within  the  2  years 
next  previous  to  the  date  of  the  expiration 
of  its  corporate  existence,  by  a  vote  of  the 
shareholders  owning  two-thirds  of  its  stock, 
apply  to  the  Administration  for  approval  to 
extend  the  period  of  its  corporate  existence 
for  a  term  of  not  more  than  30  years,  and 
upon  approval  of  the  Administration,  as  pro¬ 
vided  in  section  301  hereof,  such  company 
shall  have  its  corporate  existence  extended 
for  such  approved  period  unless  sooner  dis¬ 
solved  by  the  act  of  the  shareholders  own¬ 
ing  two-thirds  of  its  stock,  or  by  an  act 
of  Congress,  or  unless  its  franchise  becomes 
forfeited  as  herein  provided. 

(g)  Nothing  in  this  act  or  in  any  other 
provision  of  law  shall  be  deemed  to  im¬ 
pose  any  liability  on  the  United  States  with 
respect  to  any  obligations  entered  into,  or 
stocks  issued,  or  commitments  made,  by 
any  company  organized  under  this  act. 

Approving  State  chartered  companies  for 
operations  under  this  act 

Sec.  309.  Any  investment  company  char¬ 
tered  under  the  laws  of  any  State  expressly 
for  the  purpose  of  operating  under  this  act 
may  with  the  approval  of  the  Administra¬ 
tor  be  premitted  to  operate  under  the  pro¬ 
visions  of  this  act.  Upon  such  approval, 
which  shall  be  given  with  due  regard  to  the 
factors  specified  in  section  301  (c)  with  re¬ 
spect  to  organization  of  small  business  in¬ 
vestment  companies,  such  State  investment 
company  shall  have  the  same  'powers  and 
privileges  and  shall  be  subject  to  the  same 
duties,  liabilities,  and  regulations,  in  all 
respects,  as  are  prescribed  by  this  act  for  com¬ 
panies  organized  under  section  301  as  small 
business  investment  companies. 

TITLE  IV - CONVERSION  OP  STATE  CHARTERED  IN¬ 

VESTMENT  COMPANIES  AND  STATE  DEVELOP¬ 
MENT  COMPANIES 

Sec.  401.  (a)  Prior  to  July  1,  1961,  any  in¬ 
vestment  company  or  any  State  development 
company  may,  by  the  vote  of  the  sharehold¬ 
ers  owning  not  less  than  51  percent  of  the 
capital  stock  of  such  company,  with  the  ap¬ 
proval  of  the  Administration,  be  converted 
into  a  small  business  investment  company 


under  this  act;  except  that  nothing  con¬ 
tained  herein  shall  be  construed  to  supersede 
the  laws  of  any  State.' 

(b)  In  such  case  the  articles  of  associa¬ 
tion  and  organization  certificate  may  be 
executed  by  a  majority  of  the  directors  of 
the  corporation,  and  the  certificate  shall 
declare  that  the  owners  of  51  percent  of  the 
capital  stock  have  authorized  the  directors 
to  make  such  certificate  and  to  change  or 
convert  the  corporation  into  a  small  business 
investment  comany.  A  majority  of  the  di¬ 
rectors,  after  executing  the  articles  of  asso¬ 
ciation  and  the  organization  certificate,  shall 
have  power  to  execute  all  other  papers  and  to 
do  whatever  may  be  required  to  make  its 
organization  perfect  and  complete  as  a  small 
business  investment  company.  The  shares 
of  any  such  company  may  continue  to  be 
for  the  same  amount  each  as  they  were  be¬ 
fore  the  conversion,  and  the  directors,  re¬ 
gardless  of  number,  may  continue  to  be  di¬ 
rectors  of  the  corporation  until  the  election 
of  the  board  of  directors  is  held  in  accord¬ 
ance  with  regulations  of  the  Administration. 

(c)  When  the  Administration  has  given 
to  such  company  a  certificate  that  the  pro¬ 
visions  of  this  act  have  been  complied  with, 
such  company  shall  have  the  same  powers 
and  privileges  and  shall  be  subject  to  the 
same  duties,  liabilities,  and  regulations,  in 
all  respects,  as  are  prescribed  by  this  act  for 
companies  originally  organized  as  small  busi¬ 
ness  investment  companies. 

TITLE  V - LOANS  TO  STATE  AND  LOCAL  DEVELOP¬ 

MENT  COMPANIES 

Sec.  501.  (a)  The  Administration  is  author¬ 
ized  to  make  loans  to  State  and  local  devel¬ 
opment  companies  to  assist  in  carrying  out 
the  purposes  of  this  act;  except  that  no  such 
loan  shall  be  made  to  any  local  develop¬ 
ment  company  after  June  30,  1961.  Any 
funds  advanced  under  this  subsection  shall 
be  in  exchange  for  obligations  of  the  develop¬ 
ment  company  which  bear  interest  at  such 
rate,  and  contain  such  other  terms,  as  the 
Administration  may  fix,  and  funds  may  be 
so  advanced  without  regard  to  the  use  and 
investment  by  the  development  company 
of  funds  secured  by  it  from  other  sources. 

(b)  The  total  amount  of  obligations  pur¬ 
chased  and  outstanding  at  any  one  time  by 
the  Administration  under  this  section  from 
any  one  State  or  local  development  company 
shall  not  exceed  the  total  amount  borrowed 
by  it  from  all  other  sources. 

Sec.  502.  The  Administration  may,  in  addi¬ 
tion  to  its  authority  under  section  501,  make 
loans  for  plant  construction,  conversion,  or 
expansion,  including  the  acquisition  of  land, 
to  State  and  local  development  companies, 
and  such  loans  may  be  made  or  effected 
either  directly  or  in  cooperation  with  banks 
or  other  lending  institutions  through  agree¬ 
ments  to  participate  on  an  immediate  or 
deferred  basis:  Provided,  however,  That- the 
foregoing  powers  shall  be  subject  to  the  fol¬ 
lowing  restrictions  and  limitations: 

(1)  All  loans  made  shall  be  so  secured  as 
reasonably  to  assure  repayment.  In  agree¬ 
ments  to  participate  in  loans  on  a  deferred 
basis  under  this  subsection,  such  participa¬ 
tion  by  the  Administration  shall  not  be  in 
excess  of  90  percent  of  the  balance  of  the 
loan  outstanding  at  the  time  of  disburse¬ 
ment. 

(2)  The  proceeds  of  any  such  loan  shall 
be  used  solely  by  such  borrower  to  assist  an 
identifiable  small-business  concern  and  for 
a  sound  business  purpose  approved  by  the 
Administration. 

(3)  Loans  made  by  the  Administration 
under  this  section  shall  be  limited  to  $250,000 
for  each  such  identifiable  small-business 
concern. 

(4)  Any  development  company  assisted 
under  this  section  must  meet  criteria  es¬ 
tablished  by  the  Administration,  including 
the  extent  of  participation  to  be  required  or 
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amount  of  paid-in  capital  to  be  used  in  each 
instance  as  is  determined  to  be  reasonable 
by  the  Administration. 

(5)  No  loans,  including  extensions  or  re¬ 
newals  thereof,  shall  be  made  by  the  Ad¬ 
ministration  for  a  period  or  periods  exceed¬ 
ing  10  years  plus  such  additional  period  as 
is  estimated  may  be  required  to  complete 
construction,  conversion,  or  expansion,  but 
the  Administration  may  extend  the  matu¬ 
rity  of  or  renew  any  loan  made  pursuant  to 
this  section  beyond  the  period  stated  for 
additional  periods,  not  to  exceed  10  years, 
if  such  extension  or  renewal  will  aid  in  the 
orderly  liquidation  of  such  loan.  Any  such 
loan  shall  bear  interest  at  a  rate  fixed  by  the 
Administration . 

(6)  No  loan  shall  be  made  under  this  sec¬ 
tion  to  any  local  development  company 
after  June  30,  1961. 

TITLE  VI— CHANGES  IN  FEDERAL  RESERVE 
AUTHORITY 

Repeal  of  section  13b  of  the  Federal  Reserve 
Act 

Sec.  601.  Effective  1  year  after  the  date  of 
enactment  of  this  act,  section  13b  of  the 
Federal  Reserve  Act  (12  U.  S.  C.  352a)  is 
hereby  repealed;  but  such  repeal  shall  not 
affect  the  power  of  any  Federal  Reserve 
bank  to  carry  out,  or  protect  its  interest 
under,  any  agreement  theretofore  made  or 
transaction  entered  into  in  carrying  on  op¬ 
erations  under  that  section. 

Fund.for  management  counseling 

Sec.  602.  (a)  vyithin  60  days  after  the  en¬ 
actment  of  this  'act,  each  Federal  Reserve 
bank  shall  pay  to  the  United  States  the  ag¬ 
gregate  amount  which  the  Secretary  of  the 
Treasury  has  heretofore  paid  to  such  bank 
under  the  provisions  of  section  13b  of  the 
Federal  Reserve  Act;  and  such  payment  shall 
constitute  a  full  discharge  of  any  obliga¬ 
tion  or  liability  of  the  Federal  Reserve  bank 
to  the  United  States  or  to  the  Secretary  of 
the  Treasury  arising  out  of  subsection  (e) 
of  said  section  13b  or  out  of  any  agreement 
thereunder. 

(b)  The  amounts  repaid  to  the  United 
States  pursuant  to  subsection  (a)  of  this 
section  shall  be  covered  into  a  special  fund 
in  the  Treasury  which  shall  be  available  for 
grants  under  section  207  (c)  of  the  Small 
Business  Act  of  1953.  Any  remaining  bal¬ 
ance  of  funds  set  aside  in  the  Treasury  for 
payments  under  section  13b  of  the  Federal 
Reserve  Act  shall  be  covered  into  the  Treas¬ 
ury  as  miscellaneous  receipts. 

(c)  Section  207  of  the  Small  Business  Act 
of  1953  is  amended  by  adding  at  the  end. 
thereof  a  new  subsection  as  follows: 

“(c)  The  Administration  also  is  empow¬ 
ered  to  make  grants  to  any  State  govern¬ 
ment,  or  any  agency  thereof.  State  char¬ 
tered  development  credit  or  finance  corpo¬ 
rations,  land-grant  colleges  and  universities, 
and  colleges  and  schools  of  business,  engi¬ 
neering,  commerce,  or  agricultural  studies, 
research,  and  counseling  concerning  the 
managing,  financing,  and  operation  of  small- 
business  enterprises  and  technical  and  sta¬ 
tistical  information  necessary  thereto  in 
order  to  carry  out  the  purposes  of  subsec¬ 
tion  (b)  (4)  of  this  section  by  coordinating 
such  information  with  existing  information 
facilities  within  the  State  and  by  making 
such  information  available  to  State  and  lo¬ 
cal  agencies.  Only  1  such  grant  shall  be 
made  within  any  1  State  in  any  1  year, 
and  no  such  grant  shall  exceed  an  aggregate 
amount  of  $40,000.  Such  grants  shall  be 
made  from  the  fund  established  in  the 
Treasury  by  section  602  (b)  of  the  Small 
Business  Investment  Act  of  1958.” 

TITLE  VII - CRIMINAL  PENALTIES 

Sec.  701.  (a)  The  first  paragraph  of  sec¬ 
tion  217  of  title  18,  United  States  Code,  is 
amended  by  inserting  after  “farm  credit  ex¬ 
aminer,”  the  following:  “or  of  any  small 
business  investment  company.”^ 


(b)  Section  218  of  such  title  Is  amended 
by  inserting  after  “National  Agricultural 
Credit  Corporations,”  the  following:  “or  an 
examiner  of  small  business  investment 
companies.” 

Sec.  702.  (a)  The  first  paragraph  of  sec¬ 
tion  221  of  title  18,  United  States  Code,  is 
amended  by  inserting  after  "United  States,” 
the  following:  “or  a  small  business  invest¬ 
ment  company.” 

(b)  The  second  paragraph  of  such  section 
221  is  amended  by  inserting  after  “Con¬ 
gress,”  the  following:  “or  any  small  business 
investment  company.” 

(c)  The  heading  of  such  section  221  is 
amended  by  striking  out  “farm  loan  or  land 
bank”  and  inserting  in  lieu  thereof  “farm 
loan,  land  bank,  of  small  business.” 

(d)  The  table  of  sections  for  chapter  11 
of  such  title  18  is  amended  by  striking  out 
“farm  loan  or  land  bank”  in  the  reference 
to  section  221  and  inserting  in  lieu  thereof 
“farm  loan,  land  bank,  or  small  business.” 

Sec.  703.  Section  657  of  title  18,  United 
States  Code,  is  amended  by  inserting  after 
“Federal  Savings  and  Loan  Insurance  Cor¬ 
poration,”  the  following:  “or  any  small  busi¬ 
ness  investment  company.” 

Sec.  704.  Section  1006  of  title  18,  United 
States  Code,  is  amended  by  inserting  after 
“Federal  Savings  and  Loan  Insurance  Cor¬ 
poration,”  the  following:  “or  any  small 
business  investment  company.” 

Sec.  705.  Section  1014  of  title  18,  United 
States  Code,  is  amended  by  inserting  after 
“a  Federal  Reserve  bank,”  the  following: 
“or  of  a  small  business  investment  com¬ 
pany.” 

Mr.  SPENCE  (interrupting  the  read¬ 
ing  Gf  the  bill).  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  bill  be  con¬ 
sidered  as  read  and  open  to  amendment 
at  any  point. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  committee  amendments. 

The  Clerk  read  as  follows: 

Page  1,  lines  3  and  4,  strike  out  “purpose” 
and  insert  “policy.” 

The  committee  amendment  wTas 
agreed  to. 

The  Clerk  read  as  follows: 

Page  2,  strike  out  the  table  of  contents 
and  insert  the  following : 

"TABLE  OF  CONTENTS 

"Title  I — Short  title,  statement  of  policy, 
and  definitions 
“Sec.  101.  Short  title. 

“Sec.  102.  Statement  of  policy. 

“Sec.  103.  Definitions. 

“ Title  11 — Small  Business  Investment  Divi¬ 
sion  of  the  Small  Business  Administra¬ 
tion 

“Sec.  201.  Establishment  of  Small  Business 
Investment  Division. 

“Sec.  202.  Provision  and  purposes  of  funds. 
“ Title  III — Small  business  investment 
companies 

“Sec.  301.  Organization  of  small  business 
investment  companies. 

“Sec.  302.  Capital  stock  and  subordinated 
debentures. 

“Sec.  303.  Borrowing  power. 

“Sec.  304.  Provision  of  equity  capital  for 
small-business  concerns. 

“Sec.  305.  Long-term  loans  to  small-busi¬ 
ness  concerns. 

“Sec.  306.  Aggregate  limitations. 

“Sec.  307.  Exemptions. 

“Sec.  308.  Miscellaneous. 

“Sec.  309.  Approving  State  chartered  com¬ 
panies  for  operations  under  this  act. 
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" Title  IV — Conversion  of  State  chartered  in¬ 
vestment  companies  and  State  develop¬ 
ment  companies 

" Title  V— Loans  to  State  and  local  develop¬ 
ment  companies 

“ Title  VI — Changes  in  Federal  Reserve 
Authority 

"Sec.  601.  Repeal  of  section  13b  of  the  Fed¬ 
eral  R,eserve  Act. 

“Sec.  602.  Transfer  of  funds. 

"Title  VII — Criminal  penalties’ ' 

The  committee  amendment  was 

agreed  to. 

The  Clerk  read  as  follows: 

Page  4,  line  18,  strike  out  “(a) .” 

The  committee  amendment  was 

agreed  to. 

’  The  Clerk  read  as  follows : 

Page  4,  strike  out  lines  23  and  24  and 
insert  the  following:  “(3)  the  terms  ‘small- 
business  investment  company’  and  ‘company’ 
means  a  small-business  investment  company 
organized  as  provided  in  title  III,  including 
a  State  investment  company  which  has  ob¬ 
tained  the  approval  of  the  Administrator  to 
operate  under  the  provisions  of  this  act  as 
provided  in  section  309  and  a  company  con¬ 
verted  into  a  small-business  investment 
company  under  section  401  of  this  act.” 

Mr.  HALLECK.  Mr.  Chairman,  I  of¬ 
fer  a  substitute  for  the  committee 
amendment. 

The  Clerk  read  as  follows: 

Amendment  offered  by  Mr.  Halleck  as  a 
substitute  for  the  committee  amendment: 
On  pages  4  and  5  delete  subsection  103  (3) 
and  insert  in  lieu  thereof  the  following: 

“(3)  the  terms  ‘small-business  investment 
companies,’  ‘company,’  ‘small-business  in¬ 
vestment  company,’  and  ‘company  organized 
under  this  act,’  mean  a  small-business  in¬ 
vestment  company  or  companies  chartered 
under  State  laws  for  the  purpose  of  operating 
under  this  act  and  authorized  by  the  ad¬ 
ministration  as  provided  in  title  III  to  oper¬ 
ate  under  this  act;” 

Mr.  HALLECK.  Mr.  Chairman,  this 
is  the  amendment  to  which  I  have  re¬ 
ferred  in  previous  statements  principally 
in  general  debate  on  the  bill. 

Now,  in  simple  terms  here  is  the  sit¬ 
uation  before  us.  The  bill  provides  for 
Federal  chartering  by  the  Small  Busi¬ 
ness  Administration  of  small-business 
investment  companies.  There  have  been 
some  suggestions  made  here  trying  to 
explain  why  that  provision  is  in  this 
bill  by  citing  certain  other  situations, 
such  as  the  chartering  of  national  banks, 
as  a  precedent  for  this  action. 

To  my  mind,  those  arguments  should 
not  prevail.  I  do  not  think  they  are 
effective.  But,  be  that  as  it  may,  the 
committee  itself  in  its  report  undertook 
to  justify  the  inclusion  of  this  provi¬ 
sion  for  Federal  chartering  for  a  period 
of  3  years  on  the  presumption — and  I  say 
it  is  nothing  more  than  a  presumption — • 
that  State  statutes  now  in  existence  are 
inadequate. 

I  read  the  resolution  and  the  memo¬ 
randum  of  the  American  Bar  Associa¬ 
tion  ;  the  resolution  adopted  by  the  board 
of  governors  making  the  action  the  offi¬ 
cial  action  of  that  organization,  stating 
that  they  had  caused  to  be  made  through 
the  American  Bar  Foundation  a  careful 
study  of  State  statutes  and  they  found 
that  in  every  instance  in  the  48  States 
and  in  the  Territories  covered  by  this  act 
these  corporations  can  be  organized  in 
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the  States  under  existing  law.  Now,  I 
have  asked  the  committee  to  name  the 
single  first  State  whose  statute  is  inade¬ 
quate. 

That  single  first  State  has  not  yet 
been  named. 

I  called  the  secretary  of  state  of  my 
State  and  he  said,  “Why,  we  have  got 
ample  authority  and,  what  is  more,  we 
have  the  personnel  on  the  job.  We  have 
the  experience,  the  know-how.  We  can 
charter  these  profit  corporations.  You 
do  not  have  to  take  that  chartering 
down  to  Washington.  Leave  it  back 
here  in  Indiana  where  we  are  prepared 
to  take  care  of  it.” 

Why  should  we  ship  this.,  function  to 
Washington  where,  without  any  ques¬ 
tion,  as  has  been  developed,  you  would 
have  to  put  more  personnel  in  the  Small 
Business  Administration  to  process  these 
applications  for  incorporation?  And  if 
you  were  to  incorporate  them  and  prop¬ 
erly  process  them  then  certainly  you 
ought  to  make  provision  for  the  super¬ 
vision  of  the  operations  of  these  corpo¬ 
rations.  The  question  is,  Do  you  want 
to  move  that  to  Washington,  or  do  you 
want  to  leave  it  in  the  States  where 
there  are  ample  facilities  and  there  is 
ample  authority  to  take  care  of  the 
whole  business? 

The  gentleman  from  Texas  fMr.  Pat¬ 
man]  sought  to  argue  something  here 
that  I  must  say  was  slightly  obscure  to 
me,  about  how  I  was  trying  to  set  up 
some  sort  of  a  toll  gate  for  the  lawyers. 
I  do  not  need  to  set  up  any  toll  gate  for 
the  lawyers.  I  take  it,  whether  it  is  an 
Indiana  lawyer  or  a  Texas  lawyer  or  a 
Washington,  D.  C.,  lawyer,  you  would 
have  to  get  some  lawyer  to  set  up  your 
articles  of  incorporation.  If  the  gentle¬ 
man  wants  to  argue  on  that  basis — and 
I  say  that  it  is  not  much  of  a  basis  to 
argue  on — then  tliose  of  us  who  are 
lawyers  know  that  if  a  group  in  Indiana 
or  in  Texas  or  any  other  State  wants  to 
incorporate  down  here  in  Washington, 
you  get  your  local  lawyers  and  then  you 
have  got  to  come  down  here  and  get 
some  Washington  lawyers.  And  I  have 
understood  that  Washington  lawyers 
come  pretty  high.  So  I  would  not  be 
surprised,  if  you  want  to  protect  the 
small-business  man  who  is  finally  going 
to  get  one  of  these  loans,  if  you  want 
to  keep  down  the  overhead,  let  the  in¬ 
corporation  be  done  in  the  States  where 
the  country  lawyers  will  have  a  chance 
at  some  of  the  business. 

After  all,  Mr.  Chairman,  as  I  said 
earlier,  we  talk  about  the  preservation 
of  the  rights  of  the  States,  and  we  all 
protest  that  that  is  what  we  want  to 
do.  Then  why  go  into  a  procedure  that 
departs  from  the  traditional  constitu¬ 
tional  practices  of  our  Government  from 
the  first  day  of  its  beginning?  Certainly 
here  is  one  place  where  we  can  say, 
“Now,  wait  just  a  minute;  there  is  ample 
authority  in  the  States  at  the  present 
time  to  take  care  of  this.”  No  one  has 
established  here  that  they  cannot,  and 
as  long  as  that  is  the  situation  why  re¬ 
sort  to  Federal  charters? 

Mr.  SPENCE.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendment. 

Mr.  Chairman,  the  gentleman’s  amend¬ 
ment  is  based  upon  a  presumption  that 


we  should  not  invade  the  States  for 
these  purposes:  I  am  ardently  in  favor 
of  States  rights  and  have  supported 
every  measure  I  thought  had  that  objec¬ 
tive.  But  it  seems  to  me  that  if  we  want 
control  over  these  agencies  we  can  "get 
more  effective  control  at  the  start  by  or¬ 
ganizing  them  under  the  laws  of  the 
United  States.  It  may  take  a  long  time 
to  organize  these  investment  companies 
under  the  laws  of  the  States.  But  ex¬ 
peditious  organization  may  be  provided 
under  the_supervision  of  the  Small  Busi¬ 
ness  Administration  here. 

I  do  not  think  that  this  could  be  called 
an  invasion  of  States  rights.  The  Gov¬ 
ernment  is  taking  no  right  away  from  the 
States.  It  is  furnishing  funds  to  the  peo¬ 
ple  of  the  States  to  the  interest  of  the 
States.  This  is  a  pilot  bill.  It  is  experi¬ 
mental.  It  has  not  been  tried  before.  It 
has  every  opportunity,  it  seems  to  me, 
to  become  a  great  institution  for  the 
benefit  of  the  people  who  need  it  most. 
But  certainly  you  cannot  say  we  are  in¬ 
vading  States  rights  wh.en  the  Federal 
Government  is  going  intb  the  States  to 
help  people,  not  to  impose  restrictions 
upon  them,  not  to  take  away  their  rights, 
but  to  attempt  to  help  them  in  their 
hours  of  distress. 

Mr.  Chairman,  I  hope  the  amendment 
will  be  defeated. 

Mr.  BOW.  Mr.  Chairman,  I  move  to 
strike  out  the  last  word,  and  ask  unani¬ 
mous  consent  to  revise  and  extend  my 
remarks. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Ohio? 

There  was  no  objection. 

Mr.  HALLECK.  Mr.  Chairman,  will  the 
gentleman  yield  so  that  I  may  make  the 
very  brief  statement  I  did  not  have  time 
to  conclude  when  I  had  the  floor  a  few 
moments  ago? 

Mr.  BOW.  I  yield  to  the  gentleman 
from  Indiana. 

Mr.  HALLECK.  May  I  point  out,  since 
several  suggestions  have  been  made  to 
me  that  it  may  possibly  develop,  al¬ 
though  I  cannot  see  why  it  should  in 
view  of  my  information,  that  some  State 
statutes  would  be  inadequate,  that  there 
should  be  some  saving  language  to  meet 
that  situation.  All  I  should  like  to  sug¬ 
gest  at  this  point  is  that,  since  the  lan¬ 
guage  providing  for  Federal  charters  is 
in  the  Senate  bill,  if  my  amendment 
prevails  the  matter  goes  to  conference, 
and  in  conference  it  could  then  be  deter¬ 
mined  after  careful  study.  It  could  be 
worked  out  in  connection  with  the  con¬ 
ference  report  so  that  we  would  not  do 
violence  to  States’  rights  and  certainly 
would  not  be  shutting  off  any  opportuni¬ 
ties  to  small  business. 

Mr.  BOW.  I  certainly  agree  with  the 
gentleman. 

I  am  glad  the  gentleman  from  Indiana 
has  raised  this  question  and  offered  his 
amendment  because  I  am  interested  in 
this  from  the  standpoint  that  I  am  a 
member  of  the  subcommittee  that  han¬ 
dles  appropriations  for  the  Department 
of  Commerce  and  also  the  Small  Busi¬ 
ness  Administration.  I  have  been  with 
those  Members  handling  appropriations 
for  some  time.  It  has  been  our  effort  to 
keep  the  cost  of  administration  down  so 
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that  funds  would  be  available  to  help 
small  business. 

It  seemsto  me  the  question  the  gentle¬ 
man  from  Indiana  has  raised  here 
touches  on  three  things  we  have  been 
considering  in  this  Congress  for  some 
time:  First,  the  question  of  overlapping 
of  facilities;  second,  the  question  of 
economy;  and  third,  the  question  of 
States  rights.  I  believe  the  gentleman’s 
amendment  reaches  each  one  of  these 
objectives. 

If  we  have  within  the  various  States 
agencies  now  set  up  to  do  this  job  of  in¬ 
corporating  these  companies,  then  I  can 
see  no  reason  why  we  should  appropriate 
funds  to  set  up  a  new  agency,  a  new 
Secretary  of  State  within  the  Small  Busi¬ 
ness  Administration,  to  issue  these  char¬ 
ters.  If  we  issue  the  charters  there,  then 
we  are  going  to  set  up  further  bureaus 
and  have  further  Federal  employment 
to  go  out  and  police  these  corporations. 
I  think  that  would  be  unnecessary.  As 
a  member  of  the  Committee  on  Appro¬ 
priations,  I  hope  we  will  not  have  to  do 
that. 

There  is  the  question  of  economy,  too, 
of  cutting  down  the  cost  of  government. 
Let  us  cut  the  cost  of  government  in 
Washington,  particularly  in  those  areas 
where  the  States  are  able  to  carry  on,  be¬ 
cause  if  we  reduce  the  cost  of  government 
in  Washington  then  the  day  will  even¬ 
tually  come  when,  in  addition  to  giving 
this  type  of  service,  we  will  be  able-  to 
give  relief  in  the  form  of  tax  reduction. 
We  cannot  do  it  if  we  are  continually 
raising  the  cost  of  government  here  in 
Washington.  We  have  agencies  in  the 
States  able  to  carry  on.  Why  must  we 
now  say,  “Bring  it  to  Washington”? 

Then  there  is  the  question  of  States 
rights.  I  have  been  for  States  rights,  I 
will  say  to  the  distinguished  gentleman 
from  Kentucky,  sincp  I  have  been  a  Mem¬ 
ber  of  Congress,  and  I  shall  continue  to 
be.  Wherever  the  States  can  do  these 
things  they  should  be  given  the  oppor¬ 
tunity  to  do  them.  The  gentleman  has 
said  we  should  bring  this  work  down 
here  so  it  can  be  done  expeditiously.  I 
do  not  know  of  a  single  function  handled 
by  the  States  that  is  performed  more  ex¬ 
peditiously  when  you  bring  it  to  Wash¬ 
ington.  It  seems  to  me  that  when  we 
bring  these  things  to  Washington  we  slow 
down  the  procedure,  we  increase  ad  in¬ 
finitum  the  redtape  that  must  be  gone 
through.  Give  a  Washington  bureau  the 
opportunity  and  they  will  block  it  for 
you.  In  the  States  it  would  be  a  very 
simple  matter. 

Mr.  VORYS.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  BOW.  I  yield. 

Mr.  VORYS.  It  seems  to  me  that  the 
matter  of  policing  by,  for  instance,  the 
local  courts,  not  merely  as  to  the  cor¬ 
porate  reports  but  for  instance  as  to  leg¬ 
islation,  would  not  these  federally  in¬ 
corporated  corporations  always  be  able 
to  claim  diversity  of  citizenship? 

Mr.  BOW.  Certainly.  They  would 
be  in  the  Federal  courts  and  then  we 
would  have  to  have  more  Federal  judges 
and  the  whole  thing,  as  I  look  at  it,  is 
just  a  new  snowballing  of  Federal  activi¬ 
ties.  We  really  now  have  the  right 
within  the  State  to  do  the  job.  Let  us 
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keep  it  there  and  let  upkeep  down  the 
size  of  the  job. 

The  CHAIRMAN.  The  time  of  the 
gentleman  has  expired. 

Mr.  PATMAN.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

(Mr.  PATMAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  PATMAN.  Mr.  Chairman,  the 
distinguished  gentleman  from  Indiana 
has  suggested  that  a  District  of  Colum¬ 
bia  lawyer  would  have  to  be  employed. 
The  Small  Business  Administration, 
under  Mr.  Wendell  B.  Barnes,  has  suc¬ 
cessfully  decentralized  a  large  part  of 
its  operations.  Of  course,  that  is  the 
way  it  should  be.  There  is  no  reason 
why  small-business  people  should  have 
to  come  to  Washington  on  a  matter  of 
this  kind. 

Now,  the  amendment  being  offered  is 
new.  After  we  have  spent  weeks  and 
months  on  this  legislation,  and  after  we 
have  considered  every  word  that  is  in 
the  bill,  some  Member  brings  an  amend¬ 
ment  up  on  the  floor  of  the  House  that 
we  have  not  had  a  chance  to  study.  We 
have  not  even  considered  this.  We  do 
not  know  what  effect  it  will  have  on  the 
rest  of  the  bill.  A  Member  presents  and 
urges  the  adoption  of  a  completely  new 
amendment.  I  do  not  think  that  is  fair 
to  the  committee.  I  think  it  should 
have  been  submitted  to  the  committee 
and,  if  not  submitted  to  the  committee, 
then  a  copy  of  it  should  have  been  given 
to  the  majority  Members,  and  to  all 
Members,  so  that  they  could  study  it 
and  know  what  they  are  voting  on.  I 
do  not  know  who  drew  the  amendment, 
but  the  language  of  this  amendment  is 
devastating.  It  will  be  devastating  to 
New  England.  It  will  be  devastating  to 
New  York.  It  will  be  devastating  to 
^  North  Carolina. 

The  few  States  that  have  adequate 
State  development  companies  are  now 
out  in  front.  I  congratulate  them.  I 
commend  them.  They  have  been  work¬ 
ing  on  this  matter  for  years.  They  know 
what  the  score  is.  They  have  more  to 
gain  as  of  this  moment  by  the  passage 
of  this  bill  than  all  the  other  States. 
They  are  way  ahead  of  the  other  States 
in  this  field.  They  know  what  this  leg¬ 
islation  is  and  they  know  what  it  means. 
If  this  amendment  is  passed  you  jeop¬ 
ardize  the  existence  of  every  one  of  these 
fine  State  development  corporations.  I 
do  not  believe  you  want  to  do  that.  Yet 
this  is  just  a  fair  sample  of  what  hap¬ 
pens  when  you  try  to  legislate  on  such 
an  important  matter  here  on  the  floor 
of  the  House,  without  givingThese  mat¬ 
ters  proper  consideration  before  the  com¬ 
mittee  that  is  holding  hearings  on  the 
legislation.  This  would  be  a  dangerous 
thing. 

Section  3  of  the  bill,  providing  the 
definitions,  is  very  carefully  drawn.  It 
is  several  lines  long.  It  goes  from  line 
25  on  page  4  to  line  7  on  page  5.  It 
refers  to  several  sections  of  the  bill,  and 
it  is  very  carefully  drawn  so  as  to  protect 
the  State  development  companies.  It 
reconciles  and  coordinates  every  one  of 
the  sections  of  this  bill.  The  gentleman 
from  Indiana  comes  in  and  proposes  to 
throw  in  the  wastebasket  everything  that 


we  did  in  that  regard.  Just  throw  it 
away  and  tear  it  up.  Throw  it  out  the 
window.  Yet  the  gentleman  did  not  have 
the  benefit  of  the  testimony  of  the  wit¬ 
nesses,  and  I  doubt  if  he  has  even  read 
the  hearings.  One  Member  said,  mis¬ 
takenly,  that  there  were  no  hearings  on 
the  bill.  We  had  hearings  for  weeks  on 
the  bill.  We  could  not  be  sure  what  we 
would  be  doing  by  adopting  this  amend¬ 
ment.  But  I  know  enough  about  it  to 
know  that  it  would  be  devastating  to 
those  States,  7  of  them,  5  in  New  Eng¬ 
land  and  New  York  and  North  Carolina 
that  now  have  State  development  cor¬ 
porations  that  can  very  quickly  lend 
themselves  to  the  provisions  of  this  act 
and  could  operate  on  it  quickly. 

Mr.  MEADER.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  PATMAN.  I  yield. 

Mr.  MEADER.  I  ask  the  gentleman 
if  development  companies  are  not  dealt 
with  in  another  section  and  are  not 
touched  by  the  gentleman's  amendment. 

Mr.  PATMAN.  No;  they  are  touched. 

Mr.  MEADER.  Paragraph  (6)  at  the 
bottom  of  page  5  refers  to  development 
companies.  The  gentleman’s  amend¬ 
ment  related  only  to  small  business  de¬ 
velopment  companies. 

Mr.  PATMAN.  Now,  I  am  a  member  of 
the  committee.  I  have  worked  on  this 
for  months.  Every  member  of  this  com¬ 
mittee  has  worked  on  it  for  months,  and 
we  know  what  all  these  sections  mean. 
When  we  referred  to  309,  and  that  has 
not  even  been  mentioned  in  the  gentle¬ 
man’s  amendment,  we  knew  exactly  why 
we  put  309  in  the  bill.  When  we  put 
section  401  in  this  act  we  knew  why  it 
was  put  in  there.  The  gentleman’s 
amendment  does  not  even  mention  it. 

Mr.  HALLECK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  PATMAN.  I  yield. 

Mr.  HALLECK.  These  development 
companies  to  which  the  gentleman  re¬ 
fers  have  been  organized  under  State 
laws,  and  they  will  continue  to  operate 
as  they  have  in  the  past.  Second,  if  my 
amendment  is  adopted,  I  have  an  amend¬ 
ment  to  subsequent  sections  of  the  bill 
that  would  bring  the  rest  of  the  bill  in 
line  with  what  I  have  been  arguing  for. 

Mr.  PATMAN.  Anyway,  this  is  a  very 
dangerous  way  to  legislate.  I  have  heard 
the  gentleman  make  some  mighty  fine 
speeches  about  how  dangerous  it  is  to 
draft  legislation  on  the  floor  of  the  House. 
I  can  hear  him  now  objecting  to  draft¬ 
ing  legislation  the  committee  has  not 
had  an  opportunity  to  study  and  con¬ 
sider.  I  can  hear  him  now  screaming 
out  how  dangerous  it  is  to  legislate  on 
the  floor.  The  committee  has  worked 
on  this  legislation  for  weeks  and  months. 

I  hope  tips  amendment  is  defeated. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  Texas  has  expired. 

Mr.  SHEEHAN.  Mr.  Chairman,  I  rise 
in  support  of  the  amendment  offered  by 
the  gentleman  from  Indiana  [Mr. 
Halleck]. 

In  spite  of  the  remarks  of  the  gentle¬ 
man  from  Texas  [Mr.  Patman],  the  gen¬ 
tleman  from  Indiana  [Mr.  Halleck] 
served  for  a  long  number  of  years  as  a 
member  of  the  Small  Business  Commit¬ 
tee  and  should  know  enough  about  small 


business  so  that  we  cannot  question  his 
knowledge  and  his  desire  to  help  small 
business. 

The  gentleman  from  Kentucky  [Mr. 
Spence]  in  his  remarks  said  that  we, 
meaning  the  chairman,  himself,  and  his 
members  want  control  over  these  in¬ 
vestment  companies.  To  my  way  of 
thinking,  that  is  the  last  thing  we  want — 
Federal  control  over  the  investment 
companies. 

Mr.  COAD.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SHEEHAN.  As  soon  as  I  finish, 
please. 

Certainly  the  statement  of  the  gentle¬ 
man  from  Indiana  [Mr.  HalleckI  to  the 
effect  that  he  thinks  it  desirable  that  the 
control,  if  we  must  use  the  word,  lies 
with  the  local  people,  and  it  is  to  my  way 
of  thinking  the  best  possible  answer  that 
whatever  control  which  is  implied  re¬ 
mains  with  the  local  people.  As  one 
Member  who  in  my  8  years  in  Congress 
consistently  supported  States’  rights 
legislation,  I  think  this  is  basic  States’ 
rights  legislation.  As  the  gentleman 
from  Indiana  [Mr.  Halleck]  has  well 
said,  if  there  is  a  question  in  the  minds 
of  the  Members  that  some  States  might 
be  deprived  of  benefits  under  this  law 
because  they  are  not  able  to  qualify,  the 
gentleman  from  Indiana  certainly  stated 
it  well  when  he  said  in  conference  the  bill 
can  be  fixed  up  so  that  those  few  States 
could  be  properly  taken  care  of  and  would 
not  be  deprived  of  their  rights. 

It  seems  to  me,  from  my  own  experi¬ 
ence  in  the  business  world,  that  a  busi¬ 
nessman  is  much  better  off  dealing  with 
his  local  people  than  he  is  in  dealing  with 
people  in  Washington.  I  have  had  oc¬ 
casion,  and  I  know  many  other  Members 
have  had  occasion,  when  small-business 
men  in  their  communities  were  not  able 
to  get  proper  cooperation  from  the  local 
offices  of  the  Small  Business  Administra¬ 
tion,  they  had  to  come  here  to  Washing¬ 
ton  and  we  as  Members  have  had  to  help 
them  get  a  proper  audience  so  that  their 
problems  could  be  put  before  the  proper 
official  in  Washington.  The  program  of 
the  gentleman  from  Indiana  [Mr.  Hal¬ 
leck]  and  the  gentleman  who  heads  the 
Small  Business  Administration,  Mr.  Wen¬ 
dell  Barnes,  in  getting  this  whole  pro¬ 
gram  down  to  the  local  level  where  it 
belongs. 

Mr.  COAD.  Mr.  Chairman,  will  the 
gentleman  yield? 

Mr.  SHEEHAN.  I  yield. 

Mr.  COAD.  Is  not  the  gentleman  con¬ 
fusing  the  fact  of  the  issuance  of  char¬ 
ters  with  the  regulation  of  the  actual 
procedure  of  lending  the  money?  You 
are  talking  about  two  different  things; 
I  think  you  have  grouped  them  into  one. 
On  the  one  hand  we  have  the  actual 
chartering  of  the  investment  companies; 
and  that,  of  course,  under  the  provisions 
of  this  bill  is  under  the  direction  and 
actual  supervision  of  the  SB  A;  they  have 
to  come  up  to  certain  standards. 

Secondly,  you  are  also  including  here 
the  actual  policing  of  the  operation  of 
lending  the  money.  They  should  not  be 
grouped  together,  in  my  opinion. 

Mr.  SHEEHAN.  As  I  understand  the 
gentleman  from  Indiana,  in  his  explana¬ 
tion  of  the  situation  he  wants  to  make 
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sure  that  all  of  these  programs  possible 
start  at  the  local  level  and  be  kept  at 
the  local  level,  which  means  the  lending 
of  the  money  as  well  as  the  incorpora¬ 
tion  of  the  investment  company. 

Mr.  COAD.  Should  not  standards  be 
set  up? 

Mr.  SHEEHAN.  Certainly  standards 
should  be  set  up,  but  the  control  should 
be  at  the  local  level. 

I  yield  to  the  gentleman  from  Indiana. 

Mr.  HALLECK.  Of  course,  the  fact 
remains  that  the  provision  inserted  by 
the  committee  is  a  3-year  provision.  It 
contemplates  that  after  3  years  presuma¬ 
bly  the  States  that  are  deficient  can  per¬ 
fect  their  statutes  and  bring  them  in 
line;  then  the  whole  thing  will  operate 
not  on  Federal  charters,  but  at  the  State 
level. 

The  point  I  want  to  make  again  is  this: 
Certainly  before  the  money  is  advanced 
certain  regulations  of  the  SBA  would 
have  to  be  complied  with.  But  we  all 
know  that  when  corporations  are  char¬ 
tered  the  State  exercises  a  degree  of  con¬ 
trol  through  State  regulation  of  those 
corporations.  'Certainly  they  cannot 
regulate  these  federally  incorporated  or¬ 
ganizations  such  as  we  are  going  to  have 
here  and  certainly  it  would  take  an  army 
of  agents  if  the  Federal  Government  is 
going  to  supervise  this  program,  check¬ 
ing  the  operations  of  these  companies. 

Mr.  SHEEHAN.  I  agree  with  the  gen¬ 
tleman  from  Indiana,  and  I  hope  his 
amendment  carries. 

Mr.  MULTER.  Mr.  Chairman,  I  rise 
in  opposition  to  the  pro  forma  amend¬ 
ment. 

Mr.  Chairman,  the  point  the  distin¬ 
guished  gentleman  from  Iowa  tried  to 
make  was  a  very  sound  one.  Much  con¬ 
fusion  has  been  injected  into  the  debate 
because  of  failure  to  discriminate  be¬ 
tween  the  two  things  that  are  being  done 
in  this  bill. 

First  we  set  up  the  small  business  in¬ 
vestment  companies. 

Second,  the  small  business  investment 
companies  will  make  loans  or  make  the 
investment  of  the  risk  capital  in  small 
business  concerns. 

These  are  two  distinct  features  and 
functions. . 

The  gentleman  from  Indiana  tells  us 
that  the  differences  can  be  ironed  out  in 
conference  if  his  amendment  is  agreed 
to.  I,  for  one,  believe  it  is  our  duty  to 
write  legislation  in  the  Chambers  of  the 
Congress  and  not  in  conference. 

Conferees  do  important  woi'k  in  ad¬ 
justing  differences.  It  is  our  duty,  how¬ 
ever,  to  determine  the  principles. 

Nothing  in  this  bill  preempts  to  the 
Federal  Government  the  right  to  or¬ 
ganize  these  companies.  On  the  con¬ 
trary,  it  puts  both  on  an  equal  footing. 

Under  the  bill,  as  reported  by  our  com¬ 
mittee,  the  State  corporations,  if  such 
corporations  can  be  organized,  will  be 
able  to  function  side  by  side  with  the  na¬ 
tional  corporations  which  receive  a  char¬ 
ter  from  the  SBA. 

To  be  sure  that  we  do  not  invade 
States’  rights  we  say  in  this  bill  in  so 
many  words,  and  I  refer  you  to  the  lan¬ 
guage  on  page  24,  lines  1  and  2  of  sec¬ 
tion  401,  which  read: 

Nothing  contained  herein  shall  he  con¬ 
strued  to  supersede  the  laws  of  apy  State. 


There  is  not  any  doubt,  the  way  this 
this  bill  is  set  up,  you  will  have  your 
State  corporations  if  the  State  law  per¬ 
mits  it,  and  you  will  have  your  national 
corporations  if  they  can  qualify. 

But  whether  they  be  State  or'  National 
they  will  have  to  comply  with  the  rules 
and  regulations  as  laid  down  by  SBA 
under  the  authority  of  this  bill.  State 
and  national  corporations  both  will  have 
to  qualify  and  must  come  to  Washington 
to  get  the  Federal  loans  that  are  provided 
for  by  this  bill,  if  they  want  such  money. 
If  we  are  not  going  to  make  the  funds 
available  to  the  small-business  concerns 
in  this  manner,  we  do  not  need  this  bill. 
I  suggest  that  this  amendment  should 
be  defeated,  that  the  bill  is  properly 
written  to  protect  the  States,  State  laws, 
and  State  lawyers.  If  the  amendment 
is  defeated  the  intent  of  the  bill,  which 
is  very  clear,  can  be  carried  out  in  ac¬ 
cordance  with  the  very  specific  language 
of  the  bill. 

Mr.  HOSMER.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  MULTER.  I  yield  to  the  gentle¬ 
man  from  California. 

Mr.  HOSMER.  The  gentleman  speaks 
of  State  and  Federal  corporations  stand¬ 
ing  side  by  side  in  this  field.  I  am  won¬ 
dering  what  the  advantage  is  of  having 
Federal  corporations  if  their  does  in  fact 
exist  in  a  State  the  proper  statutory  sit¬ 
uation  for  a  State  corporation  to  handle 
this? 

Mjl.  MULTER,  I  do  not  concede  that 
there  is  proper  State  statutory  provi¬ 
sions  in  all  States.  This  bill  continues 
the  dual  banking  system,  and  this  is  a 
banking  function.  Despite  what  the  dis¬ 
tinguished  gentleman  from  Indiana  has 
said,  and  I  do  not  try  to  dispute  what  his 
State  law  may  provide,  there  are  many 
States,  the  gentleman  from  Texas  named 
some  of  them,  w'here  you  will  not  be 
able  to  qualify  under  State  law  as  it 
exists  today  in  order  to  get  the  benefits 
of  this  statute.  It  would  be  unfair  to 
go  on  for  2  or  3  years  in  those  States, 
having  no  means  of  qualifying  in  order 
to  get  this  help  until  their  State  legis¬ 
latures  had  acted.  While  this  bill  haS. 
a  3 -year  limitation  on  national  charters, 
no  one  today  has  a  right  to  say  what  the 
Congress  will  do  3  years  hence.  If  this 
program  works  out  we  may  continue 
the  dual  chartering.  If  it  does  not,  we 
may  let  that  function  expire  or  we  may 
amend  it  to  make  it  more  effective. 

Mr.  HOSMER.  I  will  say  to  the 
gentleman  I  have  not  yet  been  convinced 
what  the  advantage  is  of  the  duality. 
When  life  is  as  complicated  as  it  is  for 
the  businessman  and  his  lawyer,  it 
seems  to  me  that  we  ought  to  encour¬ 
age  the  elimination  of  complications. 

Mr.  MULTER.  There  is  nothing  com¬ 
plicated  about  this.  If  the  dual  system 
of  banking  is  good  for  the  credit  unions 
and  for  the  savings  and  loan  associa¬ 
tions  and  for  the  commercial  banks,  it 
is  good  for  this  important  banking  func¬ 
tion,  which  provides  for  investments  in 
small  business  companies. 

Mr.  PATMAN.  The  gentleman  agrees, 
I  am  sure,  that  there  is  more  involved 
than  just  the  charter.  This  is  a  national 
credit  policy  that  a  State  cannot  effec¬ 
tively  administer  and  enforce.  It  is  a 
national  policy.  For  that  reason  this 
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bill  should  go  through  as  It  is  proposed 
so  that  the  States  and  the  Federal  Gov¬ 
ernment  can  cooperate  together,  as  he 
suggested  with  reference  to  credit 
unions,  savings  and  loans  associations, 
national  savings  and  trust  institutions 
and  so  forth? 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  New  York  has  expired. 

Mr.  JONAS.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  I  take  this  time  to  ask 
the  gentleman  from  Texas  [Mr.  Pat¬ 
man]  a  question.  I  heard  the  gentleman 
mention  the  State  of  North  Carolina. 
I  do  not  understand  why  he  said  this 
amendment  would  affect  the  situation 
that  obtains  in  North  Carolina  where 
we  have  a  development  company  now  in 
existence. 

Mr.  PATMAN.  I  have  a  list  of  them. 
There  are  only  seven  in  the  United 
States. 

Mr.  JONAS.  That^is  not  the  question. 

Mr.  PATMAN.  I  am  getting  down  to 
that.  Five  of  them  are  in  New  England, 
New  York,  and  North  Carolina.  The 
way  the  amendment  is  written  I  am 
apprehensive  that  the  language  being 
used  “expressly  authorized  or  provided, 
under  this  act”  will  only  apply  to-  sub¬ 
sequent  charters  and  not  to  existing 
charters.  We  were  very  careful  in  the 
writing  of  this  language  to  make  sure  it 
refers  to  the  different  parts  of  the  bill, 
to  make  sure  that  these  State  develop¬ 
ment  corporations  were  taken  care  of 
because  they  have  pioneered  this  field. 

Mr.  JONAS.  Tell  me  how  the  amend¬ 
ment  proposed  by  the  gentleman  from 
Indiana  could  possibly  affect  the  North 
Carolina  development  corporation,  be¬ 
cause  it  is  already  in  existence. 

Mr.  PATMAN.  Any  amendment  you 
do  not  know  anything  about,  you  have 
to  analyze  and  be  careful. 

Mr.  JONAS.  His  amendment  would 
encompass  all  State  corporations? 

Mr.  PATMAN.  You  will  see  in  the 
amendment  that  they  must  be  organ¬ 
ized  expressly  under  this  act. 

Therefore,  that  jeopardizes  existing 
corporate  laws. 

Mr.  HALLECK.  I  am  almost  led  to 
believe  that  it  might  be  well  to  have  a 
little  more  consideration  of  this  bill. 
Actually  there  are  other  provisions  in 
the  bill  that  provide  for  the  benefits  of 
this  legislation  to  go  to  existing  corpora¬ 
tions.  What  the  gentleman  from  Texas 
refers  to  are  existing  operations,  and 
they"  would  not  in  any  way  be  affected 
by  this  amendment.  To  say  that  he  is 
apprehensive  or  to  say  that  we  do  not 
know  about  it  certainly  is  no  proof  of 
the  statement  he  makes.  As  a  matter  of 
fact,  again  I  say  that  the  listing  of  those 
three  States  is  not  the  listing  of  a  single 
State  that  at  the  present  time  could  not 
have  corporations  formed  to  take  ad¬ 
vantage  of  this  act,  andnro  one  has  been 
able  to  answer  that. 

Mr.  JONAS.  Mr.  Chairman,  frankly 
I  would  like  to  have  the  amendment 
read  again. 

Mr.  PATMAN.  I  have  it  here.  I  can 
read  it. 

Mr.  JONAS.  Because  we  do  have  a 
development  corporation  in  my  State, 
and  I  certainly  would  not  want  to  parti- 
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cipate  in  any  amendment  that  would 
affect  it  adversely. 

Mr.  PATMAN.  This  amendment 
reads: 

The  terms  “small -business  investment 
companies,”  “company,”  "small-business  in¬ 
vestment  company”  and  “company  organized 
under  this  act”  mean  a  small-business  invest¬ 
ment  company  or  companies  chartered  un¬ 
der  State  laws  for  the  purpose  of  operating 
Under  this  act  and  authorized  by  the  ad¬ 
ministration,  as  provided  in  title  III,  to 
operate  under  this  act. 

Tt  does  not  have  the  safeguarding 
language  that  our  amendment  has  that 
was  written  by  the  committee  after  care¬ 
ful  and  deliberate  consideration  over 
2  weeks  of  time.  — 

Mr.  JONAS.  There  is  no  safeguard¬ 
ing  of  corporations  authorized  under 
Federal  law  now. 

Mr.  PATMAN.  This  says  “organized 
under  this  act.” 

Mr.  HALLECK.  Mr.  Chairman,  will 
the  gentleman  yield  further? 

Mr.  JONAS.  I  yield. 

Mr.  HALLECK.  I  am  quite  sure  that 
articulate  and  persuasive  as  is  the  gen¬ 
tleman  from  Texas,  he  is  not  going  to 
confuse  this  issue  quite  as  much  as  he 
thinks  he  is.  Actually,  the  language  of 
my  amendment  follows  the  precedent  of 
the  committee  language  except  it  pro¬ 
vides  for  State  charters  for  these  corpo¬ 
rations  instead  of  Federal  charters. 
That  is  all  in  the  world  it  does.  Again 
I  say  that  the  committee  itself  must 
have  recognized  the  validity  of  State 
charters,  because  they  say  that  after  3 
years  we  will  have  it  all  State  charters 
and  you  will  not  have  Federal  charters. 
If  that  is  true,  why  have  Federal  chart¬ 
ers  at  this  time? 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  JONAS.  I  yield  to  the  gentleman 
from  Connecticut. 

Mr.  SEELY-BROWN.  It  is  my  un¬ 
derstanding,  in  answer  to  the  question 
the  gentleman  has  raised,  on  page  25 
of  the  bill,  title  V  provides  for  loans  to 
State  and  local  development  companies, 
and  that  is  completely  different  than  the 
question  we  have  been  arguing  here  re¬ 
garding  the  chartering  of  small-business 
investment  companies.  In  other  words, 
as  I  understand  the  situation  in  North 
Carolina,  you  are  concerned,  as  I  am 
in  Connecticut,  where  we  have  loan  de¬ 
velopment  credit  corporations.  .  Those 
corporations  are  taken  care  of  under 
title  V,  as  I  understand  it.  Is  that  not 
correct,  may  I  ask  the  gentleman  from 
Texas? 

Mr.  PATMAN.  Yes,  but  the  preamble 
to  title  V  is  over  in  the  definitions  that 
the  gentleman  from  Indiana  seeks  to 
strike  out. 

Mr.  JONAS.  As  I  understand  the 
gentleman’s  amendment,  it  does  not 
touch  the  provision  on  line  19,  page  5, 
does  it? 

Mr.  HALLECK.  Of  course  not.  It 
does  not  interfere  with  the  definition. 
This  is  merely  substitute  language  for 
the  committee  amendment. 

Mr.  HOLIFTELD.  Mr.  Chairman,  I 
move  to  strike  out  the  last  word. 

Well,  now,  I  am  concerned  about  the 
language  of  the  substitute  offered  by  the 


gentleman  from  Indiana.  I  have  it  here 
in  my  hand,  and  I  am  going  to  read  it 
again,  because  I  think  the  gentleman 
from  North  Carolina  should  be  very 
careful'  today  how  he  votes  on  this  par¬ 
ticular  amendment,  and  I  will  be  care¬ 
ful,  because  we  have  some  investment 
companies  in  my  State.  Here  is  the  lan¬ 
guage: 

The  terms  “small  business  investment 
companies,”  “company,”  “small  business  in¬ 
vestment  company”  and  “company  organized 
under  this  act”  mean  a  small  business  in¬ 
vestment  company  or  companies  chartered 
under  State  laws  for  the  purpose  of  operat¬ 
ing  under  this  act-  and  authorized  by  the 
administration,  as  provided  in  title  III,  to 
operate  under  this  act. 

Now,  was  your  company  in  North 
Carolina  organized  for  the  purpose  of 
operating  under  this  act? 

Mr.  JONAS.  Not  under  this  act,  but 
that  amendment  does  not  go  to  the  rest 
of  the  section  beginning  on  line  19. 
That  is  a  different  definition. 

Mr.  HOLIFIELD.  It  would  mean 
nothing  to  any  company  that  is  or¬ 
ganized  in  his  State,  because  it  says 
“chartered  under  State  laws  for  the  pur¬ 
pose  of  operating  under  this  act,”  and 
therefore  it  looks  to  the  future  and  not 
to  the  past. 

Mr.  HALLECK.  Mr.  Chairman,  will 
the  gentleman  yield? 

Mr.  HOLIFIELD.  I  am  glad  to  yield, 
because  I  am  confused  on  this  myself. 

Mr.  HALLECK.  Well,  I  am  not  a  bit 
confused.  It  is  obvious  that  the  defini¬ 
tion  that  the  committee  seeks  to  put  in 
the  bill,  the  definition  that  I  would  sub¬ 
stitute,  contemplates  small  business  in¬ 
vestment  companies  to  be  organized  here 
to  take  advantage  of  this  act. 

Mr.  HOLIFIELD.  What  about  those 
that  are  already  organized? 

Mr.  HALLECK.  There  are  others  al¬ 
ready  organized,  and  the  bill  in  specific 
terms,  which  terms  could  not  be  changed 
by  any  definition  as  a  straight  matter  of 
legal  interpretation  and  legislative 
effort — those  other  provisions  clearly 
point  to  the  fact  that  existing  develop¬ 
ment  companies  are  permitted  to  take 
advantage  of  the  provisions  of  this  act. 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
will  the  gentleman  yield? 

Mr.  HOLIFIELD.  I  yield  to  the  gen¬ 
tleman  from  Connecticut. 

Mr.  SEELY-BROWN.  Mr.  Chairman, 
I  think  the  real  answer  to  the  gentle¬ 
man’s  question  will  be  found  on  page  25 
of  the  bill — title  V — Loans  to  State  and 
Local  Development  Companies. 

As  I  understand  this  legislation  we  are 
referring  there  to  the  ability  of  the  ad¬ 
ministration  to  make  loans  to  the  State 
development  companies  that  are  already 
in  existence,  such  as  the  one  in  North 
Carolina,  such  as  the  one  in  my  State,  to 
carry  forward  the  purpose  of  the  act. 
And  we  spell  out  that  language  in  sec¬ 
tion  501.  As  I  understand  it,  the  amend¬ 
ment  offered  by  the  gentleman  from 
Indiana  [Mr.  Halleck]  does  not  apply 
to  a  local  development  company.  It  ap¬ 
plies  only  to  a  small  business  investment 
company,  which  is  different. 

Mr.  HOLIFIELD.  Will  not  the  gen¬ 
tleman  agree  with  me  that  under  sec¬ 
tion  309  any  of  these  investment  compa¬ 
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nies  chartered  under  the  law  of  a  State 
expressly  for  the  purpose  of  operating 
under  this  act  may  be  permitted;  and 
in  section  401  any  State  development 
company  may  by  a  vote  of  51  percent 
of  the  shareholders  change  over  into  this 
type  of  organization.  But  until  that 
changeover,  is  it  not  true  that  they  are 
not  allowed  to  participate? 

Mr.  SEELY-BROWN.  No,  because 
under  the  terms  of  this  bill — and  the 
gentleman  will  correct  me  if  I  am 
wrong — the  State  development  corpora¬ 
tion  may  borrow  money  and  still  remain 
a  State  development  corporation.  It 
does  not  have  to  become  a  small  business 
investment  company  in  order  to  borrow 
money.  It  may  borrow  money  directly 
and  maintain  its  original  entity;  is  not 
that  correct? 

Mr.  MULTER.  If  the  gentleman  will 
yield  to  me,  I  think  that  is  correct. 

Mr.  SEELY-BROWN.  That  is  cer¬ 
tainly  my  understanding. 

Mr.  MULTER.  If  the  gentleman  will 
yield  further,  I  think  we  ought  not  to 
confuse  the  loans  to  development  cor¬ 
porations  with  the  loans  to  small  busi¬ 
ness  investment  companies. 

Mr.  SEELY-BROWN.  That  is  right. 

Mr.  MULTER.  The  gentleman  from 
Connecticut  [Mr.  Seely-Brown]  is  quite 
right.  In  those  States  where  there  are 
development  companies,  they  are  ready 
to  go  in,  if  this  act  is  passed,  arid  ask  the 
Small  Business  Administration  to  lend 
them  some  money.  The  difficulty  is  that 
without  the  provision  for  national 
charters,  they  will  be  put  in  a  favored 
or  a  preferential  position  as  against  these 
small  business  investment  companies. 
There  are  many  State  law  restrictions 
now  in  existence  that  can  be  immediately 
overcome  by  the  provisions  in  this  bill 
so  that  all  these  companies  State  and 
Federal  can  operate  on  an  equal  footing. 

The  CHAIRMAN.  The  time  of  the 
gentleman  from  California  [Mr.  Holi- 
field]  has  expired. 

Mr.  GRIFFIN.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  I  want  to  say  that  I 
am  going  to  support  the  amendment  of¬ 
fered  by  the  gentleman  from  Indiana 
[Mr.  Halleck].  However,  I  should  like 
to  be  certain  that  a  Federal  charter 
would  be  available  in  any  State  where 
the  State  laws  would  not  authorize  the 
incorporation  of  a  small-business  in¬ 
vestment  company  for  the  purposes  in¬ 
dicated  in  this  bill.  In  the  event  that 
the  amendment  of  the  gentleman  from 
Indiana  [Mr.  Halleck]  would  prevail,  I 
believe  an  amendment  should  then  be 
made  to  title  III  which  should  read 
something  like  this: 

In  the  event  that  under  the  laws  of  any 
State  or  States  a  small-business  investment 
company  cannot  be  chartered  so  as  to  qual¬ 
ify  for  operation  under  this  act,  then  invest¬ 
ment  companies  formed  in  such  State  or 
States  may  be  chartered  under  this  title. 

The  CHAIRMAN.  The  question  is  on 
the  substitute  to  the  committee  amend¬ 
ment  offered  by  the  gentleman  from 
Indiana  [Mr.  Halleck]. 

The  question  was  taken;  and  on  a  di¬ 
vision  (demanded  by  Mr.  Patman)  there 
were — ayes  105,  noes  44. 
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So  the  substitute  for  the  committee 
amendment  was  agreed  to. 

The  CHAIRMAN.  The  question  is 
now  on  the  committee  amendment  as 
amended  by  the  substitute. 

The  committee  amendment  as  amend¬ 
ed  was  agreed  to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

Page  5,  line  13,  strike  out  “of  1953.” 

Mr.  PATMAN.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  I  had  intended  to  offer 
an  amendment  to  strike  out  the  limita¬ 
tion  of  3  years,  but  in  view  of  the  fact 
we  want  just  as  few  amendments  as  pos¬ 
sible  on  this  bill,  I  will  not  offer  the 
amendment  because  we  can,  a  year  from 
now  or  2  years  from  now,  after  we  have 
had  experience  under  this  act,  move  to 
change  it  if  we  desire  to  do  so. 

I  think  this  is  a  good  bill.  It  is  in¬ 
tended  to  help  small  business  in  an  area 
where  it  cannot  get  accommodations 
now.  The  bankers  testified  before  our 
Committee  on  Small  Business  last  year 
to  the  effect  that  there  is  a  vacuum  in 
our  national  financial  machinery,  so 
much  so  that  small  and  independent 
businesses  cannot  get  equity  financing 
or  long-term  loans.  For  the  first  time  in 
history  a  bill  is  brought  before  Congress 
with  overwhelming  proof  to  that  effect. 
Heretofore  the  proposition  has  been 
questioned;  heretofore  it  has  been  in 
doubt.  Members  would  argue  that  the 
banks  could  do  this,  that  there  are  plenty 
of  facilities  now  to  make  the  proper 
longrterm  loans  or  equity  financing 
available  to  small  business,  but  no  longer 
is  that  argument  made.  It  is  undisputed 
that  there  is  no  financial  institution  in 
America  today  that  is  authorized  to  do 
business  that  will  fill  the  vacuum  that 
this  particular  bill  fills. 

I  know  the  bill  is  weak  in  some  re¬ 
spects.  The  amount  of  money  itself, 
$250  million,  is  not  as  strong  as  we 
should  like  it  to  be.  If  you  divide  $250 
million  by  3,070  counties  you  will  find  it 
is  only  $83,000  per  county.  It  is  a  very 
small  amount.  But  this  is  a  right  step 
in  the  right  direction,  although  a  short 
step. 

I  think  we  should  have  some  experi¬ 
ence  under  this  bill.  I  have  a  feeling 
it  will  be  sympathetically  administered, 
because  the  Small  Business  Administra¬ 
tion  has  become  increasingly  important 
and  has  become  better  administered 
every  day,  I  think,  that  it  has  been  ad¬ 
ministered. 

I  will  concede  that  the  Small  Business 
Administration  did  not  have  precedents 
to  follow  in  every  instance,  and  it  had  to 
plow  new  ground.  It  was  pioneering  in 
many  fields.  But  I  think  now  it  is  mak¬ 
ing  fine  and  rapid  progress.  I  believe  the 
Small  ^Business  Administration  under 
Mr.  Barnes,  administrator,  will  adminis¬ 
ter  this  law  sympathetically.  I  believe 
that  there  will  be  a  demand  and  a  need, 
particularly  if  this  depression  continues, 
for  its  enlargement  in  the  future  to  serve 
more  independent  businesses.  I  know 
the  committee  and  the  Congress  today 
are  more  conscious  of  the  needs  of  small 
business  than  ever  before.  Only  in  re¬ 
cent  years  have  we  had  small  business 


committees  to  alert  the  country  to  the 
needs  and  special  problems  of  small 
business.  But,  now  we  not  only  have 
small  business  committees  in  the  House 
and  in  the  Senate,  but  every  agency  of 
our  Government  that  has  to  do  with  busi¬ 
ness  generally  has  a  small  business  di¬ 
vision.  I  think  that  is  due  to  the  fact 
that  we  started  here  in  the  House  of  Rep¬ 
resentatives  many  years  ago.  The  gen¬ 
tleman  from  Indiana  [Mr.  HalleckI  had 
a  great  deal  to  do  with  it.  I  also  worked 
in  that  direction.  In  1941,  we  set  up  the 
first  small  business  committee,  7  days  be¬ 
fore  Pearl  Harbor.  The  committee  was 
appointed  by  the  Speaker  of  the  House, 
Honorable  Sam  Rayburn.  That  was  the 
first  small  business  committee  in  the 
House  of  Representatives.  I  feel  that 
great  progress  has  been  made  and  that 
great  progress  is  being  made  here  in  this 
bill.  I  hope  we  do  not  have  many 
amendments,  or  at  least  not  major 
amendments,  and  that  we  can  get  this 
bill  through  as  quickly  as  possible,  so  as 
to  get  it  upon  the  statute  books  and 
get  the  organization  going. 

Mr.  HALLECK.  Mr.  Chairman,  I 
have  sent  a  number  of  perfecting  amend¬ 
ments  to  the  desk  and  I  ask  that  they  be 
considered  en  bloc. 

The  CHAIRMAN.  Is  it  to  the  pending 
amendment  which  is  on  page  5,  line  13, 
to  sti'ike  out  “of  1953”? 

Mr.  HALLECK.  No;  it  does  not  refer 
specifically  to  that,  Mr.  Chairman.  It 
refers  to  the  different  sections  in  the  bill, 
for  the  purpose  of  bringing  subsequent 
sections  in  line  with  the  amendment  that 
has  just  been  adopted. 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendment. 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

Page  5,  insert  “and”  after  the  semicolon 
in  line  13;  strike  out  lines  14  through  17; 
and  strike  out  “(7)  ”  and  insert  “(6)  ”  in  line 
18. 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

Page  5,  line  18,  strike  out  “State  and  local.” 

The  committee  amendment  was  agreed 
to.  , 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

Page  6,  line  22,  strike  out  “of  1953.” 

The  committee  amendment  was  agreed 
to.  v 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

Page  6,  line  22,  strike  out  “209  and  210” 
and  insert  “13  and  16.” 

The  committee  amendment  was  agreed 
to. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows: 

10.  Page  6,  after  the  period  in  line  25,  add 
the  following  new  sentence:  “Subject  to  the 
standards  and  procedures  under  section  505 
of  the  Classification  Act  of  1949,  as  amended. 


July  23 

not  to  exceed  three  positions  in  the  Small 
Business  Investment  Division  of  the  Admin¬ 
istration  may  be  placed  in  grades  16,  17, 
and  18  of  the  general  schedule  established 
by  that  act,  and  any  such  positions  shall 
be  additional  to  the  number  authorized  by 
such  section  or  otherwise.” 

\ 

Mr.  DAVIS  of  Georgia.  Mr.  Chair¬ 
man,  I  make  a  point  of  order  against 
the  committee  amendment  and  reserve 
the  point  of  order  and  move  to  strike 
out  the  last  word. 

The  CHAIRMAN.  The  gentleman 
from  Georgia  is  recognized. 

Mr.  DAVIS  of  Georgia.  Mr.  Chair¬ 
man,  this  committee  amendment  would 
provide  for  three  positions  in  grades  16, 
17  and  18  which  are  known  as  super¬ 
grade  positions.  The  jurisdiction  of  this 
question  properly  comes  under  the 
House  Post  Office  and  Civil  Service  Com¬ 
mittee.  In  the  bill,  S.  734,  the  classified 
civil  service  employees  salary  bill,  which 
was  just  recently  passed,  there  were 
provided  277  additional  super-grade  po¬ 
sitions  to  be  allocated  among  the  Gov¬ 
ernment  agencies  by  the  Civil  Service 
Commission.  Also  the  Post  Office  and 
Civil  Service  Committee  of  the  House, 
through  its  Manpower  Utilization  Sub¬ 
committee,  held  8  hearings  in  May ^and 
June  on  the  subject  of  super-grades  and 
invited  the  various  Government  agencies 
to  come  in  and  justify  their  requests  for 
additional  super-grade  positions.  That 
committee  now  is  in  the  process  of  eval¬ 
uating  that  testimony  for  the  purpose 
of  introducing  legislation  for  such  addi¬ 
tional  super-grade  positions  as  have 
been  justified.  This  agency  first  should 
apply  to  the  Civil  Service  Commission 
for  such  additional  super-grades  as  it 
needs,  to  be  allowed  from  the  recently 
authorized  277  new  super-grade  posi¬ 
tions.  The  Civil  Service  Commission 
advised  us  today  that  they  have  notified 
all  Government  agencies  to  apply  for 
critical  needs  for  super-grade  positions 
and  to  have  their  applications  in  by 
August  1.  That  affords  relief  if  it  can 
be  granted  under  that  provision.  Also, 
they  could  justify  to  the  House  Post  Of¬ 
fice  and  Civil  Service  Committee  these 
new  positions,  if  they  are  justifiable,  and 
that  committee  will  give  them  relief  if 
they  justify  the  request.  I  have  dis¬ 
cussed  this  with  the  chairman  and  he  is 
agreeable  for  the  amendment  to  go  out. 

Mr.  SPENCE.  Under  the  circum¬ 
stances,  we  concede  the  point  of  order. 

Mr.  PATMAN.  Mr.  Chairman,  we 
have  got  to  have  something  in  here  to 
administer  this  act.  We  are  setting  up 
a  separate  division  in  the  Small  Business 
Administration.  I  hope  the  gentleman 
will  let  it  go  through.  It  will  be  in  con¬ 
ference,  and  then  we  can  talk  with  the 
Senators ;  but  to  strike  it  out,  it  goes  to 
the  very  heart  of  this  bill. 

Mr.  DAVIS  of  Georgia.  I  have  dis¬ 
cussed  it  with  the  chairman  and  he  has 
agreed  that  it  would  go  out  under  the 
statement  I  have  made. 

Mr.  PATMAN.  But  we  have  to  have 
a  separate  proposition  to  properly  ad¬ 
minister  it. 

Mr.  DAVIS  of  Georgia.  The  Civil 
Service  Commission  now  has  277  new 
super-grade  positions  to  allocate. 

Mr.  PATMAN.  But  it  will  require 
this  language  to  administer  it. 
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The  CHAIRMAN  (Mr.  Walter)  .  The 
Chair  understands  the  gentleman  from 
Kentucky  [Mr.  Spence]  asked  unani¬ 
mous  consent  that  the  language  con¬ 
tained  at  the  bottom  of  page  6,  line  25, 
through  linfe  6  on  page  7  be  stricken  from 
the  bill.  — . 

Mr.  DAVIS  of  Georgia.  That  is 
correct. 

Mr.  PATMAN.  Reserving  the  right  to 
object,  the  reason  we  put  that  in  there 
is  because  we  hope  we  are  nearing  the 
end  of  the  session.  The  Senate  did  not 
have  a  similar  provision  in  the  bill.  We 
wanted  to  provide  for  the  administra¬ 
tion  of  this  important  law.  If  we  strike 
this  out,  how  will  it  be  administered? 
We  have  set  up  a  division,  and  we  must 
provide  for  some  help. 

The  CHAIRMAN.  The  Chair  is  more 
interested  in  knowing  what  the  gentle¬ 
man’s  argument  is  against  the  point  of 
order. 

Mr.  PATMAN.  The  Chairman  has 
agreed  to  it,  so  I  shall  not  object. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky  that  the  amendment  be  with¬ 
drawn? 

There  was  no  objection. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  next  committee  amendment. 

The  Clerk  read  as  follows : 

Page  7,  line  7,  strike  out  the  balance  of 
page  7,  page  8,  down  to  and  including  line 
6  on  page  9,  and  insert : 

“PROVISION  AND  PURPOSES  OF  FUNDS 

“Sec.  202.  (a)  Section  4  (c)  'of-  the  Small 
Business  Act  is  amended — 

“(1)  by  striking  out  ‘$650,000,000’  each 
place  it  appears  and  inserting  in  lieu  thereof 
‘$900,000,000’; 

“(2)  by  inserting  before  the- period  at  the 
end  of  the  fourth  sentence  the  following: 
\  and  in  the  exercise  of  the  functions  of  the 
Administration  under  the  Small  Business 
Investment  Act  of  1958’;  and 

“(3)  by  inserting  after  the  seventh  sen¬ 
tence  the  following  new  sentence :  ‘Not  to  ex¬ 
ceed  an  aggregate  of  $250,000,000  shall  be 
outstanding  at  any  one  time  for  the  exercise 
of  the  functions  of  the  Administration  under 
the  Small  Business  Investment  Act  of  1958.’ 

“(b)  There  are  hereby  authorized  to  be  ap¬ 
propriated  such  sums  as  may  be  necessary 
and  appropriate  for  the  administrative  ex¬ 
penses  of  the  Administration  under  this 
act.” 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendment. 

The  committee  amendment  was 
agreed  to. 

Mr.  SPENCE.  Mr.  Chairman,  I  ask 
unanimous  consent  that  the  remaining 
committee  amendments  may  be  con¬ 
sidered  en  bloc. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Kentucky? 

There  was  no  objection. 

The  CHAIRMAN.  The  Clerk  will  re¬ 
port  the  remaining  committee  amend¬ 
ments. 

The  Clerk  read  as  follows: 

Page  11,  line  17,  strike  out  "309  (f)”  and 
insert  “308  (f ) .” 

Page  13,  strike  out  line  20  and  all  that  fol¬ 
lows  down  through  page  14,  line  3,  and  in¬ 
sert  the  following : 

“(b)  Shares  of  stock  in  small  business  in¬ 
vestment  companies  shall  be  eligible  for 
purchase  by  national  banks,  and  shall  be 
eligible  for  purchase  by  other  member  banks 


of  the  Federal  Reserve  System  and  non¬ 
member  insured  banks  to  the  extent  per¬ 
mitted  under  applicable  State  law;  except 
that  in  no  event  shall  any  such  bank  hold 
shares  in  small  business  investment  com¬ 
panies  in  an  amount  aggregating  more  than 
1  percent  of  its  capital  and  surplus.” 

Page  16,  strike  out  the  semicolon  in  line  19 
and  all  that  follows  down  through  line  22, 
and  insert  a  period. 

Page  17,  after  the  period  in  line  8,  add  the 
following  new  sentence:  “In  agreements  to 
participate  in  loans  on  a  deferred  basis  un¬ 
der  this  subsection,  the  participation  by  the 
company  shall  not  be  in  excess  of  90  per 
centum  of  the  balance  of  the  loan  outstand¬ 
ing  at  the  time  of  disbursement.” 

Page  19,  line  11,  strike  out  “80a”  and  insert 
“80a-18.”  | 

Page  25,  in  the  sentence  beginning  in  line 
6,  strike  out  "and  local”,  and  strike  out  the 
semicolon  and  all  that  follows  and  insert  a 
period. 

Page  25,  line  19,  strike  out  “or  local.’r 

Page  25,  after  the  period  in  line  21,  add 
the  following  new  sentence:  “Funds  ad¬ 
vanced  to  a  State  development  company  un¬ 
der  this  section  shall  be  treated  on  an  equal 
basis  with  those  funds  borrowed  by  such 
company  after  the  date  of  the  enactment  of 
this  act,  regardless  of  sourse,  which  have 
the  highest  priority,  except  when  this  re¬ 
quirement  is  waived  by  the  Administrator.” 

Page  28,  line  3,  strike  out  “Fund  for  Man¬ 
agement  Counseling”  and  insert  “Transfer 
of  Funds.” 

Page  28,  strike  out  lines  14  through  20 
and  insert  the  following : 

“(b)  The  amounts  repaid  to  the  United 
States  pursuant  to  subsection  (a)  of  this 
section  shall  be  covered  into  the  Treasury 
as  miscellaneous  receipts.” 

Page  28,  strike  out  line  24  and  all  that 
follows  down  through  page  29,  line  19. 

The  CHAIRMAN.  The  question  is  on 
the  committee  amendments. 

The  committee  amendments  were 
agreed  to. 

Mr.  HALLECK.  Mr.  Chairman,  I  have 
a  series  of  amendments  at  the  desk 
bringing  the  bill  in  line  with  the  amend¬ 
ments  already  adopted.  I  ask  unani¬ 
mous  consent  that  the  amendments  may 
be  considered  en  bloc. 

The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Indiana? 

There  was  no  objection. 

The  Clerk  read  as  follows: 

On  page  10,  line  3,  delete  the  word  “Organi¬ 
zation”  from  the  subtitle  to  section  301,  and 
insert  in  lieu  thereof,  the  word  “Qualifica¬ 
tion.” 

On  page  10,  delete  subsection  301  (a)  (lines 
5  through  10)  and  insert  in  lieu  thereof,  the 
following : 

“Sec.  301.  (a)  Small  business  investment 
companies  formed  by  any  number  of  per-- 
sons,  not  less  than  10,  chartered  under  State 
laws  for  the  purpose  of  operating  under  this 
act,  may  be  authorized  by  the  Administra¬ 
tion  to  operate  under  this  act.” 

On  page  10,  delete  the  last  sentence  of 
subsection  301  (b)  beginning  in  line  20. 

On  pages  10  and  11,  delete  all  of  subsec¬ 
tion  301  (c)  and  the  initial  portion  of  sub¬ 
section  301  (d)  to  and  including  subpara¬ 
graph  "(2)  ”  thereof;  and  insert  in  lieu  there¬ 
of,  the  following : 

“(c)  The  articles  of  incorporation  and 
amendments  thereto  shall  be  forwarded  to 
the  Administration  for  consideration.  In 
determining  whether  to  authorize  such  a 
company  to  operate  under  this  act,  the  Ad¬ 
ministration  shall  give  due  regard,  among 
other  things,  to  the  need  for  the  financing 
of  small-business  concerns  in  the  area  in 
which  the  proposed  company  is  to  commence 
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business,  the  general  character  of  the  pro¬ 
posed  management  of  the  company,  the 
number  of  such  companies  previously  organ¬ 
ized  in  the  United  States,  and  the  volume  of 
their  operation^.  After  consideration  of  all 
relevant  factors,  the  Administration  may  in 
its  discretion  grant  authority  to  such  a  com¬ 
pany  to  operate  under  this  act. 

"(d)  Prior  to  the  grant  of  such  authority, 
the  company  must  have  power — 

"(1)  to  adopt  and  use  a  corporate  seal; 

“(2)  to  have  succession  for  a  period  of  30 
years.” 

On  page  13,  delete  subsection  301  (e)  in 
lines  1  through  4. 

On  page  13,  line  6,  strike  out  “organized” 
and  insert  "authorized  to  operate.” 

On  page  13,  line  8,  strike  out  "before  it 
shall  commence  business.” 

On  page  21,  delete  from  lines  12  and  13,  in 
the  second  sentence  of  subsection  308  (d), 
the  following  words  and  punctuation:  "com¬ 
pany  shall  be  declared  dissolved,  or  its  rights, 
privileges,  and  franchises  forfeited,”;  and 
insert  in  lieu  thereof,  the  following  word  and 
punctuation:  "forfeiture,”. 

On  page  22,  delete  subsection  308  (f). 

On  page  23,  delete  section  309,  including  its 
subtitle. 

On  pages  23,  24,  and  25,  delete  all  of  title 
IV  and  renumber  the  succeeding  titles  and 
sections  accordingly. 

Mr.  HALLECK.  Mr.  Chairman,  first 
of  all  I  would  like  to  say  to  my  very 
good  friend  from  Texas  [Mr.  Patman] 
that  I  well  recall  those  earlier  years 
when  we  served  together  on  the  Small 
Business  Committee  of  the  House  of 
Representatives.  He  has  always  been  a 
stalwart  champion  of  small  business,  as 
I  have  sought  to  be  also  a  stalwart  cham¬ 
pion  of  small  business. 

I  said  earlier  in  the  discussion  on  the 
rule  and  in  general  debate  on  the  bill, 
and  in  my  statement  on  the  amendment, 
that  I  intended  to  support  the  rule  and 
the  bill.  I  have  been  asked  by  a  number 
of  Members  from  my  State  about  my  per¬ 
sonal  position.  I  want  all  of  them  to 
understand  that  I  shall  vote  for  the  bill. 
I  do  not  know  how  effective  the  measure 
will  be.  Certainly  it  offers  great  prom¬ 
ise.  I  have  some  concern  about  enter¬ 
ing  this  new  field  as  a  Federal  endeavor, 
at  least  through  the  use  of  Federal  cred¬ 
it;  but  I  certainly  express  the  hope  that 
the  bill  will  be  effective  for  the  purposes 
and  objectives  for  which  it  is  created. 

I  would  like  to  say  one  thing  further. 
The  gentleman  from  Michigan  spoke  of 
an  amendment  that  he  expected  to  offer 
that  W’ould  undertake  to  provide  that  if 
there  is  any  deficiency  in  any  existing 
State  law,  and  I  say  there  has  been  no 
evidence  that  there  is  any,  the  Federal 
charter  provision  would  operate.  He  has 
come  to  the  conclusion,  in  view  of  the 
general  tenor  of  the  bill,  that  his  amend¬ 
ment  would  not  add  substantially  but 
probably  would  only  confuse  the  general 
issue.  As  I  have  said,  undoubtedly  this 
matter  will  go  to  conference.  In  the 
meantime,  if  anyone  wants  to  develop 
any  more  accurate  or  definite  informa¬ 
tion  as  to  any  State  deficiency,  certainly 
they  will  have  that  opportunity;  but  at 
this  point  I  am  convinced  this  careful 
study  made  by  the  American  Bar  Asso¬ 
ciation  is  correct,  that  the  existing  laws 
in  the  various  States  are  completely  ade¬ 
quate. 

The  amendment  I  have  offered  is  sim- 
ply  designed  to  bring  the  rest  of  the  bill 
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in  line  with  the  amendment  previously 
adopted,  which  provides  for  the  State 
chartering  of  these  companies  rather 
than  for  Federal  chartering. 

Mr.  PATMAN.  Mr.  Chairman,  I  rise 
in  opposition  to  the  amendments  offered 
by  the  gentleman  from  Indiana  [Mr. 
HalleckI. 

Mr.  Chairman,  I  know  that  the  gentle¬ 
man  from  Indiana  is  sincere  in  what  he 
says  and  that  he  believes  these  are  im¬ 
plementing  amendments.  Incidentally, 
there  are  17  of  them.  It  rewrites  the 
bill  fully  and  completely. 

Naturally,  this  bill  must  go  to  confer¬ 
ence  now,  because  we  cannot  run  the 
risk  of  adopting  17  substantive  amend¬ 
ments,  in  addition  to  the  one  that  has 
already  been  adopted,  without  sending 
the  bill  to  conference  to  make  sure  of 
what  we  are  doing.  We  do  not  know 
what  we  are  doing  here.  I  know  that 
the  gentleman  from  Indiana  is  sincere, 
I  repeat,  and  I  will  take  his  word  for  the 
fact  they  are  just  implementing  amend¬ 
ments;  therefore,  I  will  not  resist  them 
further  but  depend  upon  the  conferees 
to  iron  out  the  changes. 

I  hope  that  the  bill  will  pass  without 
any  further  amendment,  to  the  end  that 
we  can  very  quickly  get  a  conference 
agreed  upon  between  the  two  Houses  and 
get  the  differences  ironed  out  and  get  this 
bill,  which  is  a  good  step  in  the  right 
direction,  started  on  its  way. 

Mr.  MULTER.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  I  have  followed  very 
carefully  the  reading  of  the  amendments 
just  offered  by  the  gentleman  from  In¬ 
diana,  and  while  I,  too,  join  with  the 
gentleman  from  Texas  [Mr.  Patman] 
in  endorsing  the  sincerity  of  the  gentle¬ 
man  from  Indiana  in  offering  the 
amendments,  I  suggest  to  the  Commit¬ 
tee  of  the  Whole  that  the  adoption  of 
these  amendments  guts  the  bill.  If  the 
bill  is  enacted  in  this  form,  it  will  do 
very  little,  if  anything,  for  small  busi¬ 
ness.  These  amendments,  together  with 
the  one  offered  by  him  and  already 
adopted  eliminates  one  of  the  very  im¬ 
portant  features  of  the  bill.  Such  ac¬ 
tion  by  us  will  put  in  a  preferred  posi¬ 
tion,  the  few  State  development  corpora¬ 
tions  now  operating  and,  at  the  same 
time,  keep  out  the  private  investors  this 
bill  sought  to  interest  in  this  program. 

The  CHAIRMAN.  Tire  question  is  on 
the  amendments  offered  by  the  gentle¬ 
man  from  Indiana  [Mr.  Halleck]. 

The  amendments  were  agreed  to. 

Mr.  MULTER.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  I  have  three  amend¬ 
ments  at  the  desk  which  I  intended  to 
offer.  I  am  not  going  to  offer  them. 
I  ask  unanimous  consent  that  I  may 
revise  and  extend  my  remarks,  at  which 
time  I  will  incorporate  the  amendments 
in  my  remarks. 

The  reason  I  am  not  offering  them  is 
because  I  am  firmly  of  the  opinion  that 
because  of  the  adoption  of  the  amend¬ 
ments  offered  by  the  gentleman  from 
Indiana,  we  now  have  before  us  a  bill 
that  will  do  nothing  of  any  consequence 
for  small  business. 


The  CHAIRMAN.  Is  there  objection 
to  the  request  of  the  gentleman  from 
New  York? 

There  was  no  objection. 

The  amendments  referred  to  follow: 

Page  13,  lines  12  and  13,  strike  out  “not 
more  than  $150,000“  and  insert  in  lieu  there¬ 
of  “the  amount  of  paid-in  capital  and  surplus 
but  in  no  event  more  than  $350,000.” 

Page  23,  line  3,  insert  “(h)  (1)  in  order 
to  encourage  participation  by  private  enter¬ 
prise  generally  in  the  development  of  small 
business  investment  companies,  the  Admin¬ 
istration,  upon  terms  and  conditions  pre¬ 
scribed  by  it  and  subject  to  the  limitations 
of  this  subsection,  shall  issue  a  limited 
guaranty  to  each  private  corporation, 
partnership,  and  other  person  purchasing 
shares  of  stock  in  such  a  company,  and  to 
the  United  States  with  respect  to  the  pur¬ 
chase  by  the  Administration  of  the  deben¬ 
tures  of  such  a  company  under  section  302 
(a),  against  any  loss  which  may  be  incurred 
because  of  the  failure  or  insolvency  of  such 
company  or  its  inability  for  other  reasons 
to  retire  or  redeem  such  shares  of  stock  or 
debentures  in  accordance  with  their  terms 
to  the  extent  of  the  initial  cost  of  the  stock 
or  the  amount  advanced  pursuant  to  such 
debentures. 

“(2)  The  Administration  shall  impose  and 
collect  a  premium  charge  in  connection  with 
any  purchase  of  shares  of  stock  or  deben¬ 
tures  With  respect  to  which  at  guaranty  is 
provided  by  this  subsection.  Such  premium 
charge  (which  shall  be  collected  from  the 
small  business  investment  company  at  the 
time  of  the  issuance  of  the  shares  of  stock 
or  debentures  involved)  shall  be  in  an 
amount  equal  to  one-half  of  1  percent  of 
the  face  amount  of  the  shares  of  stock  or 
debentures  purchased;  and  all  such  charges 
shall  be  placed  in  a  special  fund  in  the 
Treasury  of  the  United  States  to  be  used 
execlusively  for  the  purposes  of  this  sub¬ 
section.  Amounts  in  such  special  fund  not 
currently  needed  for  payments  under  para¬ 
graph  (3)  shall  be  invested  in  interest-bear¬ 
ing  obligations  of  the  United  States  or  obli¬ 
gations  guaranteed  as  to  both  principal  and 
interest  by  the  United  States. 

“(3)  Any  payments  required  to  be  made 
as  a  consequence  of  a  guaranty  under  this 
subsection  shall  be  made  from  the  special 
fund  established  under  paragraph  (2) ;  and 
if  in  any  case  the  amount  available  in  such 
fund  is  insufficient  to  make  payment  under 
such  guaranty  in  full,  payments  under  such 
guaranty  shall  be  made  on  a  prorated  basis 
to  all  persons  entitled  thereto  to  the  extent 
of  the  amounts  so  available. 

“(4)  The  provisions  of  this  subsection 
shall  apply  to  any  company  converted  into 
a  small  business  investment  company  under 
section  401,  from  and  after  the  date  of  its 
conversion;  and  in  addition  any  such  com¬ 
pany  shall  pay,  at  the  time  of  and  as  a 
condition  of  such  conversion,  the  premium 
charge  described  in  paragraph  (2)  on  all 
of  the  shares  of  its  stock  then  outstanding 
and  held  by  private  corporations,  partner¬ 
ships,  and  other  persons,  basing  such  charge 
on  the  original  purchase  price  of  such  shares. 

“(5)  In  the  event  of  the  failure  or  in¬ 
solvency  of  any  small  business  investment 
company  or  its  inability  to  retire  or  redeem 
its  shares  of  stock  and  debentures  accord¬ 
ing  to  their  terms,  or  the  dissolution  of  any 
such  company  under  subsection  (d),  where 
payment  under  guaranties  made  by  the  Ad¬ 
ministration  uner  subsection  (h)  will  be 
required,  the  Administration,  notwithstand¬ 
ing  any  other  provisions  of  law,  shall  take 
over  and  wind  up  the  affairs  of  such  com¬ 
pany  under  the  same  procedures  (insofar 
as  appropriate)  as  those  which  are  applica¬ 
ble  to  the  liquidation  of  an  insured  bank 
under  the  Federal  Deposit  Insurance  Act, 
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and  shall  take  any  and  all  other  actions 
which  may  be  necessary  and  appropriate  to 
Insure  to  the  maximum  extent  practicable 
that  payment  will  be  made  from  the  assets 
of  the  company  to  all  creditors  of  the  com¬ 
pany  and  thereafter  the  balance,  if  any,  paid 
pro  rata  to  holders  of  its  stock  and  deben¬ 
tures  and  thereafter  the  deficiency,  if  any, 
paid  under  such  guaranties  to  the  extent 
provided  for  in  this  subsection.” 

Page  25,  line  24,  strike  out  the  figures 
“250,000”  and  insert  in  lieu  thereof  the  fig¬ 
ures  “350,000." 

Mr.  MULTER.  My  amendments  at 
pages  13  and  25  of  the  bill  change  the 
maximum  amounts  of  the  loans  that  may 
be  made  by  SBA  to  $350,000. 

You  will  recall  that  we  but  recently 
amended  the  Small  Business  Adminis¬ 
tration  Act,  which  has  now  been  signed 
into  law,  so  as  to  change  the  maximum 
amounts  of  those  loans  that  SBA  can 
make  from  $250,000  to  $350,000.  While 
I  recognize  that  this  is  a  new  and  exper¬ 
imental  program,  there  can  be  no  justi¬ 
fication  for  haviftg  different  amounts  in 
the  two  bills.  It  would,  therefore,  have 
been  much  more  logical  and  sensible  to 
have  provided  the  same  maximum,  to 
wit,  $350,000  for  the  loans  that  could 
be  made  in  each-  instance.  It  is  ridicu¬ 
lous  to  provide  that  a  small-business 
concern  can  go  directly  to  SBA  and  bor¬ 
row  $350,000  but  that  a  small-business 
investment  company,  which  is  to  finance 
small  business,  can  itself  borrow  not 
more  than  $150,000. 

My  third  amendment  was  intended  to 
set  up  a  limited  guaranty  fund  for  the 
benefit  of  those  who  would  be  induced 
to  make  investments  in  these  new  ven¬ 
tures.  I  believe  that  such  a  provision 
in  this  bill  would  go  a  long  way  toward 
bringing  private  funds  into  this  new  field 
of  endeavor.  I  concede  that  the  idea  of 
guaranteeing  such  investments  is  new 
but  it  is  no  newer  today  than  was  the 
original  idea  to  insure  deposits  in  our 
banks,  or  the  idea  of  insuring  shares  in 
savings  and  loan  associations,  or,  for 
that  matter,  the  idea  of  guaranteeing 
mortgages  as  we  do  with  VA  loans  and 
FHA  loans.  It  is  hardly  as  revolutionary 
as  credit  insurance. 

I  am  in  agreement  with  all  those  who 
label  invested  capital  as  risk  capital,  as 
well  as  with  the  idea  that  the  prospect 
of  gain  and  the  fear  of  loss  are  impor¬ 
tant  regulators  of  our  economic  system. 

If  we  had  adhered  to  the  more  restric¬ 
tive  application  of  those  principles,  how¬ 
ever,  we  would  never  have  developed  the 
tremendously  profitable  insurance  indus¬ 
try,  which  includes  guaranty  and  in¬ 
demnity  principles. 

I  am  sure  you  will  recall  that  in  the 
early  days  of  insurance,  policies  were 
nothing  more  than  gambling  contracts. 
Even  today,  Lloyd’s  of  London  will  issue 
what  amounts  to  strictly  a  gambling 
contract  under  the  gijise  of  an  insurance 
policy. 

As  insurance  law  developed,  legislative 
bodies  eliminated,  in  most  jurisdictions, 
the  speculative  features  so  that  today 
most  of  these  laws  require  an  insurable 
interest  and  limit  recovery  to  the  amount 
of  actual  loss.. 
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Today,  we  have  credit  insurance,  mort¬ 
gage  insurance,  and  deposit  insurance 
only  because  businessmen  and  legislators 
dared  to  venture  into  uncharted  fields. 

While  I  do  not  pretend  that  my 
amendment  has  all  the  answers,  I  do 
think  the  principle  is  sound  and  should 
be  encouraged. 

A  tax  advantage  will,  of  course,  be 
somewhat  of  an  incentive  to  the  investor 
in  the  high  income-tax  bracket.  It  will 
be  no  incentive  to  the  average  investor, 
particularly  that  small  investor  who  re¬ 
ports  his  capital  gains  as  straight  income 
because  there  is  no  tax  advantage  to  his 
doing  otherwise.  It  is  my  thought  that 
the  small  business  investment  compa¬ 
nies,  while  organized  to  help  small  busi¬ 
ness,  will  themselves  have  to  be  big  busi¬ 
ness  in  order  to  be  able  to  do  the  job. 
At  the  same  time,  I  would  like  to  see  them 
developed  into  big  business  by  bringing 
into  them  the  average  investor  rather 
than  only  the  big  investor. 

Mr.  HALLECK.  Mr.  Chairman,  will 
the  gentleman  yield? 

•.  ,  Mr.  MULTER.  Surely. 

Mr.  HALLECK.  I  have  tried  to  use 
temperate  language  and  have  tried  to 
present  my  position  on  this  matter  in 
complete  sincerity  and  in  fair  terms.  I 
must  say,  however,  that  I  cannot  let  go 
unchallenged  the  statement  of  the  gen¬ 
tleman  that  the  amendments  that  I  have 
offered  here,  which  have  been  adopted  in 
the  Committee  of  the  Whole,  have  gutted 
the  bill.  They  have  done  no  such  thing. 
All  they  have  done  is  to  bring  about  a 
situation  which  the  gentleman,  himself, 
with  his  committee,  would  have  provided 
for  3  years  hence,  which  is  that^he 
organizations  to  be  chartered  shall  be 
chartered  by  the  States  rather  than  the 
Federal  Government.  Now,  if  any  fair- 
minded  person  can  find  in  that  arrange¬ 
ment  any  basis  for  a  statement  that  I 
gutted  the  bill,  I  fail  to  understand  it. 

Mr.  MULTER.  Mr.  Chairman,  I  re¬ 
gret  that  the  distinguished  gentleman 
thinks  my  language  was  intemperate.  I 
vigorously  disagree  with  him  as  to  what 
he  thinks  he  has  accomplished  by  his 
amendments.  I  do  urge  that  his  amend¬ 
ments  have  made  the  bill  inoperative  in 
a  most  important  area.  I  think  that  is 
temperate  language.  I  do  not  in  any 
way  attack  his  motives  or  his  sincerity, 
but  I  do  say  we  now  have  a  bill  in  its 
present  form,  thanks  to  him,  which  will 
do  nothing  for  small  business. 

It  is  sheer  absurdity  to  say  that  a  bill 
providing  for  Federal  loans  should  be 
restricted  to  making  those  loans  to  State 
corporations.  The  bill  very  properly  re¬ 
quires- that  these  Federal  loans  may  be 
made  only  to  State  or  National  corpora¬ 
tions  organized  “expressly  for  the  pur¬ 
pose  of  operating  under  this  act.”  That 
is  the  language  in  section  309  on  page  23 
of  the  bill. 

(Mr.  TEWES  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks.) 

Mr.  TEWES.  Mr.  Chairman,  I  move 
to  strike  out  the  last  word. 

Mr.  Chairman,  my  purpose  in  rising  is 
to  establish  a  legislative  record  of  con¬ 
gressional  intent  concerning  this  bill.  I 
would  appreciate  it  therefore  if  I  could 
direct  several  questions  to  the  gentleman 


from  Texas  concerning  that  part  of  the 
bill  which  has  not  received  much  con¬ 
sideration  here,  namely,  the  loans  to 
State  and  local  development  companies. 

It  was  my  privilege  in  Wisconsin  to 
be  the  small-business  representative  and 
chairman  of  a  governor’s  commission 
which  looked  toward  improving  our  in¬ 
dustrial  development.  As  a  result  of 
this  State  encouragement,  local  com¬ 
munities  established  industrial  develop¬ 
ment  corporations.  Some  of  them  are 
actually  incorporated;  some  are  not.  If 
they  are,  they  are  incorporated  by  pri¬ 
vate  individuals  under  the  statutes  of 
Wisconsin. 

Now,  my  question  is  this;  Is  it  the  in¬ 
tention  of  this  legislation  that  such  cor¬ 
porations  be  entitled  to  receive  funds 
under  title  V  on  page  25  of  this  bill? 

Mr.  PATMAN.  I  believe  it  is  obvious, 
under  the  House  amendments,  that  local 
associations  are  excluded  from  section 
501,  which  appears  on  page  25.  That 
section  would  apply  only  to  State  asso¬ 
ciations. 

Mr.  TEWES.  This  applied  to  title  V 
on  page  25  which  does  not  apply  to  the 
amendments  which  have  previously  been 
adopted  on  the  floor  of  the  House. 

Mr.  PATMAN.  In  section  501,  where 
the  phrase  “State  and  local  development 
companies,”  appeared  in  the  Senate  bill, 
the  phrase  “and  local”  was  stricken  out, 
leaving  it  just  “State  development  com¬ 
panies.” 

Mr.  TEWES.  But,  is  there  not  another 
section  of  the  bill  which  provides  that 
for  the  purpose  of  purchasing  land  and 
constructing  plants,  local  industrial  de¬ 
velopment  corporations  could  partici¬ 
pate? 

Mr.  PATMAN.  Yes,  but  that  is  dif¬ 
ferent.  Authority  with  more  rigid  limi¬ 
tations.  That  is  under  section  502.  Local 
assocations  are  eligible  under  section  502. 

Mr.  TEWES.  Such  a  local  corpora¬ 
tion  as  I  have  mentioned  here  would  be 
eligible? 

Mr.  PATMAN.  Yes;  for  plant  con¬ 
struction,  conversion,  or  expansion,  in¬ 
cluding  the  acquisition  of  land,  loans 
may  be  made  to  either  State  or  local  as¬ 
sociations  for  specific,  identifiable  small 
business  concerns  and  for  sound  business 
purposes  approved  by  SBA. 

Mr.  TEWES.  Is  there  any  limit  on  the 
amount  of  those  loans  made  to  local 
corporations? 

Mr.  PATMAN.  That  is  an  interest¬ 
ing  question.  That  is  where  the  State 
development  companies  come  in  so  well. 
Under  subsection  3  a  loan  of  $250,000  can 
be  made  to  each  identifiable  small  busi¬ 
ness  concern  through  that  association, 
and  that  means  that  one  association  pos¬ 
sibly  could  make  loans  amounting  to  $5 
million  or  $10  million.  It  is  conceivable. 
There  is  no  limit  to  the  number  of  iden¬ 
tifiable  small  business  concerns  to  which 
loans  of  $250,000  each  could  be  made 
through  a  single  local  or  State  develop¬ 
ment  company.  So,  there  is  where  the 
State  development  companies  that  are 
already  organized  have  such  a  great  ad¬ 
vantage.  They  are  ready  to  go  ahead.  I 
have  put  in  the  Record  a  list  of  these 
State  development  companies. 

Mr.  TEWES.  Then  a  corporation, 
which  has  been  organized  in  my  State  by. 
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let  us  say,  3  private  individuals  for  the 
purpose  of  developing  this  community 
industrially  would  be  authorized  to  re¬ 
ceive  loans  for  the  purpose  of  buying  land 
which  would  be  used  for  new  industry  in 
that  locality;  is  that  a  fair  statement? 

Mr.  PATMAN.  I  am  not  sure  at  the 
moment  if  the  number  10  is  required  to 
be  eligible. 

Mr.  TEWES.  But  would  a  corpora¬ 
tion  which  has  been  established  and  rec¬ 
ognized  by  the  State  for  the  purpose  of 
developing  industry  be  eligible? 

Mr.  PATMAN.  My  attention  has  been 
called,  under  “definitions”  the  term 
“State  development  companies”  means 
enterprises  incorporated  under  State  law 
with  authority  to  promote  and  assist  the 
growth  and  development  of  small-busi¬ 
ness  concerns  in  the  area  covered  by 
their  operations.  Obviously  then,  any 
number  of  members  admitted  by  State 
law  would  be  eligible.  So  a  company 
with  3  members,  if  admitted  under  State 
law,  would  be  eligible  under  this  pro¬ 
vision. 

Mr.  TEWES.  I  shall  rephrase  my 
question  in  the  light  of  this  new  infor¬ 
mation.  A  corporation  recognized  by 
the  State  in  a  local  municipality,  for  the 
purpose  of  developing  itself  industrially, 
would  be  recognized  to  receive  loans 
under  the  terms  of  this  section? 

Mr.  PATMAN.  There  are  hundreds 
and  thousands  of  industrial  corpora¬ 
tion,  organized  by  chambers  of  com¬ 
merce  usually,  to  promote  the  interests 
of  their  respective  towns  and  cities — • 
and  they  are  to  be  commended — but  I 
am  not  sure  how  far  SBA  could  go  under 
this.  I  would  not  want  to  state  that 
all  of  these  different  kinds  of  local  as¬ 
sociations  will  have  certain  rights  that 
I  am  not  sure  that  they  will  have. 

Mr.  TEWES.  Neither  is  the  word 
“development”  any  clearer  as  it  is  used 
in  the  language  of  the  bill. 

Mr.  PATMAN.  The  pertinent  defi¬ 
nition  appears  on  page  5,  section  103, 
subsection  (6).  I  cannot  see  anything 
there  that  would  exclude  industrial  cor¬ 
porations. 

Mr.  TEWES.  That  is  what  I  wanted 
to  clarify.  I  thank  the  gentleman. 

The  CHAIRMAN.  Under  the  rule,  the 
Committee  rises. 

Accordingly  the  Committee  rose;  and 
the  Speaker  having  resumed  the  chair, 
Mr.  Walter,  Chairman  of  the  Commit¬ 
tee  of  the  Whole  House  on  the  State  of 
the  Union,  reported  that  that  Commit¬ 
tee,  having  had  under  consideration  the 
bill  (S.  3651)  to  make  equity  capital 
and  long-term  credit  more  readily 
available  for  small -business  concerns, 
and  for  other  purposes  pursuant  to 
House  Resolution  618,  he  reported  the 
bill  back  to  the  House  with  sundry 
amendments  adopted  by  the  Committee 
of  the  Whole. 

The  SPEAKER.  Under  the  rule,  the 
previous  question  is  ordered. 

Is  a  separate  vote  demanded  on  any 
amendment?  If  not,  the  Chair  will  put 
them  en  gros. 

The  amendments  were  agreed  to. 

The  SPEAKER.  The  question  is  on 
engrossment  and  third  reading  of  the 
bill. 
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The  bill  was  ordered  to  be  engrossed  f 
and  read  a  third  time  and  was  read  the  'i 
third  time. 

The  SPEAKER.  The  question  is  on 
passage  of  the  bill. 

The  question  was  taken;  and- on  a  di-  jj 
vision  (demanded  by  Mr.  Patman)  there 
were — ayes  131,  noes  5. 

So  the  bill  was  passed. 

A  motion  to  reconsider  was  laid  on 
the  table. 


COMMITTEE  Oft*  HOUSE  ADMINIS¬ 
TRATION 

Mr.  McCORMACliS*  Mr.  Speaker,  I 
ask  unahimous  consent,  that  the  Sub¬ 
committee  on  Elections  of  the  Commit¬ 
tee  on  House  Administration  may  be 
permitted  to  sit  during  general  debate 
while  the  House  is  in  session  the  remain¬ 
der  of  the  day.  \ 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from'Mas- 
sachusetts? 

There  was  no  objection. 


NATIONAL  ADVISORY  COMMITTEE 
FOR  AERONAUTICS 

Mr.  DELANEY.  Mr.  Speaker,  by  di¬ 
rection  of  the  Committee  on  Rules,  I 
call  up  House  Resolution  638  and  ask 
for  its  immediate  consideration. 

The  Clerk  read’  the  resolution,  as  fol¬ 
lows: 

Resolved,  That  uoon  the  adoption  of  this 
resolution  it  shall  be  in  order  to  move  that 
the  House  resolve  itself  into  the  Committee 
of  the  Whole  House  on  the  State  of  the 
Union  for  the  consideration  of  the  bill 
(H.  R.  11805)  to  promote  the  national  de¬ 
fense  by  authorizing  the  construction  of 
aeronautical  research  facilities  by  the  Na¬ 
tional  Advisory  Committee  for  Aeronautics 
necessary  to  the  effective  prosecution  of 
aeronautical  research.  Afffer  general  debate, 
which  shall  be  confined  to.the  bill  and  con¬ 
tinue  not  to  exceed  1  hour,  to  be  equally 
divided  and  controlled  by  the  chairman  and 
ranking  minority  member  of  the  Committee 
on  Armed  Services,  the  bill  shall  be  read  for 
amendment  under  the  5-minute  rule.  At 
the  conclusion  of  the  consideration  of  the 
bill  for  amendment,  the  Committee  shall  rise 
and  report  the  bill  to  the  House  with  such 
amendments  as  may  have  been  adopted,  and 
the  previous  question  shall  be  considered 
as  ordered  on  the  bill  and  amendment 
thereto  to  final  passage  without  intervene 
motion  except  one  motion  to  recommit. 

Mr.  DELANEY.  Mr.  Speaker,  i/ield 
30  minutes  to  the  gentleman  from  Illi¬ 
nois  [Mr.  Allen]  ,  and  yield  my^felf  such 
time  as  I  may  require. 

Mr.  Speaker,  House  Res/rflution  638 
makes  in  order  the  consideration  of  H. 
R.  11805,  unanimously  reported  by  the 
Committee  on  Armed  Services. 

This  bill  authorizes  .funds  for  the  con¬ 
struction  program  of  the  National  Ad¬ 
visory  Committee  fdr  Aeronautics  in  the 
amount  of  $29,993l;000.  These  funds  are 
for  new  research  facilities,  moderniza¬ 
tion  of  existing  research  facilities  and 
supporting  facilities  and  general  plant 
and  utility  ^improvements.  The  bill  lists 
the  construction  and  equipment  pro¬ 
grams  a,fc  Langley  Laboratory,  Va.,  Ames 
Laboratory,  Calif.,  Lewis  Laboratory, 
Ohio/and  the  pilotless  aircraft  station, 
Wa^fops  Island,  Va. 


The  work  of  the  NACA  involves  sci¬ 
entific  research  in  aeronautics,  particu¬ 
larly  in  the  fields  of  hypersonic,  sub¬ 
sonic,  transonic  and  supersonic  speed 
ranges.  This  research  is  extremely  im¬ 
portant  to  our  national  defense  and  I 
urge  the  adoption  of  House  Resolution 
638. 

Mr.  ALLEN  of  Illinois.  Mr.  Speaker, 
I  know  of  no  objection  to  the  adoption 
of  the  rule. 

-  Mr.  DELANEY.  Mr.  Speaker,  I  move 
the  previous  question  on  the  resolution. 

The  previous  question  was  ordered. 

The  resolution  was  agreed  to. 

Mr.  DURHAM.  Mr.  Speaker,  I  move 
that  the  House  resolve  itself  into  the 
Committee  of  the  Whole  House  on  the 
State  of  the  Union  for  the  consideration 
of  the  bill  (H.  R.  11805)  to  promote  the 
national  defense  by  authorizing  the  con¬ 
struction  of  aeronautical  research  fa¬ 
cilities  by  the  National  Advisory  Com¬ 
mittee  for  Aeronautics  necessary  to  the 
effective  prosecution  of  aeronautical  re¬ 
search. 

The  motion  was  agreed  to. 
Accordingly,  the  House  resolved  itself 
Snto  the  Committee  of  the  Whole  House 
on  the  State  of  the  Union  for  the  con; 
sidSifation  of  the  bill  H.  R.  11805,  w^, 
Mr.  IPerkins  in  the  chair. 

The^Clerk  read  the  title  of  the  bill'. 

By  unanimous  consent,  the  firsr read-7 
ing  of  thMfill  wTas  dispensed  whh. 

Mr.  DURHAM.  Mr.  Chairipan,  I  yield 
myself  10  minutes. 

Mr.  Chairman,  the  Anaied  Services 
Committee  has unanimously  reported  out 
H.  R.  11805,  the NACAyCcmstruction  bill 
for  fiscal  year  1951 

The  total  authorisation  sought  this 
year  is  $29,933,000. /Tt^is  is  substantially 
less  than  the  fiscal  ye?vr  1958  authori¬ 
zation,  which  w pis  in  the  amount  of  $44,- 
700,000. 

All  of  us  Are  familiar  w>Oi  the  Na¬ 
tional  Advisory  Committee  foKAeronau- 
tics  and  With  the  fine  work  in\he  field 
of  research  and  development  tha£  they 
have  carried  on  over  the  past  many  years. 
NACA,  of  course,  will  become  the  nucleus 
of  Ahe  new  National  Aeronautics  a\d 
Space  Administration. 

The  construction  program  for  this  year 
is  divided  into  four  general  areas,  as 
follows:)  „ 

(a)  New  research  facilities,  $23.5  mil¬ 
lion. 

(b)  Modernization  of  existing  research 
facilities,  $5.3  million. 

(c)  Modernization  of  supporting  fa¬ 
cilities,  $260,000. 

Id)  General  plant  and  utility  im¬ 
provements,  $887,000. 

On  page  4  of  the  report,  the  program 
is  broken  down  in  greater  detail  and 
shows  the  particular  items  which  are  to 
be  constructed  at  four  NACA  facilities: 
Langley  Laboratory,  Virginia;  Ames 
Laboratory,  California;  Lewis  Labora¬ 
tory,  Ohio;  and  Wallops  Station,  Vir¬ 
ginia. 

In  addition  to  these  breakdowns  of  the 
program,  the  report  also  sets  out  in  con¬ 
siderable  detail  descriptions  of  the  in¬ 
dividual  items.  For  example,  the  most 
costly  single  item  in  the  program  is  a 
high-temperature  structural  dynamics 
facility  at  the  Langley  Laboratory.  This 


id  propulsion  have  increased 
'capabilities  of  Aircraft  and  mis- 


project  involves  the  construction  of  a 
high-temperature  blow-down  tunnel  ca-y 
pable  of  simulating  heating  and  loadir 
experienced  by  hypersonic  aircraft 
structures. 

I  might  state  at  this  point  that  the 
terms  used  by  NACA  in  describing  their 
complex  research  facilities  are  sufficient¬ 
ly  unfamiliar  to  the  layman  that  I  have 
had  inserted  in  the  report  a/glossary  of 
terms.  One  of  these  terms  that  I  just 
used  in  describing  the  Langley  facility, 
is  “hypersonic.”  This/term  refers  to 
speeds  greater  than  5 /times  the  speed  of 
sound,  which  is  in /the  order  of  4,000 
miles  an  hour.  Other  terms  used  in  the 
program  descriptions  appear  on  pages  15 
through  18  of  the  report. 

Langley  lahm’atory:  The  $12  million 
high-tempeimure  facility  at  Langley  is 
required  fyrcause  advances  in  aerody¬ 
namics 
the  spec 

siles  s W  that  flight  up  to  and  including 
satellite  velocity  is  now  possible. 

course,  when  an  air  frame 
reaches  a  speed  such  as  this,  the  high 
temperatures  and  heating  rates  encoun¬ 
tered  and  the  vibrations  caused  by  pro¬ 
pulsion  systems  create  new  problems 
which  must  be  solved. 

Also,  at  the  Langley  laboratory  the 
program  requests  authority  to  construct 
an  ultra-high-temperature  materials  fa¬ 
cility.  This  will  provide  facilities  to 
simulate  the  aerodynamic  conditions  en¬ 
countered  during  the  entry  into  the  at¬ 
mosphere  of  a  long-range  ballistic 
missile. 

Today  the  extreme  conditions  of  high 
temperatures,  high  velocity  airflow  en¬ 
countered  into  the  entry  into  the  at¬ 
mosphere  of  long-range  ballistic  mis¬ 
siles  cannot  be  accurately  simulated  in 
ground  apparatus  except  on  an  extreme¬ 
ly  small  scale.  For  this  reason,  it  has 
been  necessary  for  ballistics  missiles  to 
serve  as  their  own  test  vehicles  to  obtain 
this  information.  Obviously  the  provi¬ 
sion  of  a  facility  of  this  kind  will  permit 
numerous  tests  in  this  area  at  a  fraction 
of  the  cost  involved  in  using  missiles 
themselves  as  test  vehicles.  Indeed,  a 
single  flight  test  of  a  vehicle  niay  be  as 
mostly  as  the  complete  facilities  proposed 
ar  construction.  This  facility  will  cost 
alhjost  $2.7  million. 

les  laboratory  :  At  the  Ames  labora- 
tory.'There  are  3  items  involved.  The 
most  cbstly  of  these  is  a  12-  by  12 -inch 
hypersonic  helium  tunnel.  This  facility 
will  cost  $1,685,000.  It  will  be  used  to 
measure  th&Mach  number,  the  Reynolds 
number,  heaCstransfer,  and  skin  friction 
on  various  verjt  high-speed  aircraft  and 
missile  components  and  forms. 

Here  again  we  N^ve  terms  not  wholly 
familiar  to  the  layman  and  in  the  gloss¬ 
ary  of  terms,  the  definition  of  Mach  and 
Reynolds  number  are  gWen.  Mach  num¬ 
ber  indicates  speed.  Fo\example,  Mach 
I  equals  763  miles  per  hour — the  speed 
of  sound  at  sea  level.  Reynolds  number, 
in  layman’s  language,  indicates  the 
closeness  to  actual  conditionNpf  flight 
that  are  represented  by  the  moml  being 
tested.  For  example,  if  wind  tunnel  ex¬ 
periments  are  conducted  in  air  whiteh  is 
compressed  to  10  times  the  density  oi\t- 
mospheric  air,  the  results  obtained  wot 
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NAYS— 38 


Ander^n 

Hennings 

Murray 

Bible  \ 

Hill 

Neuberger 

Byrd  \ 

Humphrey 

O'Mahoney 

Carroll  \ 

Jackson 

Proxmire 

Chavez  \ 

Johnson,  Tex. 

Purtell 

Church 

v  "  Kefauver 

Robertson 

Clark 

\Kennedy 

Smathers 

Douglas 

l^err 

Smith,  Maine 

Eastland 

Lapsche 

Sparkman 

Ervin 

Long 

Stennis 

Fulbright 

Magrvuson 

Symington 

Green 

Mansfield 

Williams 

Hayden 

Morse  \ 

NOT  VOTING— 

-14 

Case,  S.  Dak. 

Holland  \ 

Payne 

Flanders 

Martin,  Pa.  \ 

Smith,  N.  J. 

Frear 

McClellan 

\  Talmadge 

Gore 

McNamara 

Yarborough 

Hoblitzell 

Monroney 

So  the  amendment  of  Mr.  CA^e  of  New 
Jersey  was  agreed  to. 

Mr.  O’MAHONEY.  Mr.  Preside 
the  reasons - 

Mr.  CASE  of  New  Jersey.  Mr.  Pru¬ 
dent,  I  move  that  the  Senate  recon¬ 
sider  the  vote - 

Mr.  O’MAHONEY.  Mr.  President - - 

The  PRESIDING  OFFICER.  The 
Senator  from  Wyoming  has  the  floor. 

Mr.  O’MAHONEY.  Mr.  President,  for 
the  reasons  I  have  previously  stated  this 
afternoon,  I  move  that  the  bill  be  recom¬ 
mitted  to  the  Committee  on  Agriculture 
and  Forestry.  It  is  impossible  to  legis¬ 
late  a  slogan.  The  bill  before  us  is 
vague  and  uncertain  and  contradictory. 
It  does  not  define  what  humane  slaugh¬ 
ter  is.  The  bill  should  be  recommitted 
so  that  it  may  be  drafted  intelligently 
and  clearly.  I  make  that  motion. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Wyoming. 

Mr.  O’MAHONEY.  Mr.  President,  I 
ask  for  the  yeas  and  nays. 

The  yeas  and  nays  were  ordered. 

Several  Senators.  Vote!  Vote! 
Vote! 

Mr.  HUMPHREY.  Mr.  President,  re¬ 
gardless  of  how  one  may  feel  about  the 
bill,  to  vote  to  recommit  is,  of  course,  to 
kill  the  bill.  We  can  have  the  bill  in 
conference  with  the  amendments  which  / 
have  been  adopted,  and  we  should  pei/ 
mit  it  to  go  to  conference.  The  bill  h£s 
been  studied  for  3  years.  Regardless 
of  the  eloquent  plea  of  the  distinguished 
Senator  from  Wyoming,  I  do  nor  recall 
any  testimony  from  some  of  tt/e  Sena¬ 
tors  who  have  complained  about  the  bill. 
I  can  say  most  candidly  that/Che  bill  has 
had  the  very  careful  study  of  the  De¬ 
partment  of  Agriculture/  humane  so¬ 
cieties,  the  American  Mqat  Institute,  and 
other  organizations.  I i  represents  con¬ 
siderable  thought  ana  considerable  ac¬ 
tion.  The  House  passed  the  bill  over¬ 
whelmingly.  It  hg'd  conducted  hearings 
in  the  field.  W§/ought  to  let  the  bill  go 
to  conference. 

The  PRE^DING  OFFICER.  The 
question  is  oh  agreeing  to  the  motion  of 
the  Senator  from  Wyoming  [Mr. 
O’Mahon/y]  on  which  the  yeas  and  nays 
have  been  ordered. 

Miv/ LAUSCHE.  Mr.  President,  a 
parliamentary  inquiry. 

re  PRESIDING  OFFICER.  The 
lator  from  Ohio  will  state  it. 

Mr.  LAUSCHE.  As  to  the  amend¬ 
ments  which  have  thus  far  been  adopted, 
if  the  bill  goes  to  conference,  will  the 


conferees  have  the  power  to  define  what 
is  inhumane  slaughter,  so  as  to  provide 
in  the  bill  the  principal  objective  which 
was  sought  to  be  accomplished  when  the 
bill  was  introduced? 

The  PRESIDING  OFFICER.  The 
Chair  is  advised  by  the  Parliamentarian 
that  the  conferees  will  be  confined  to 
the  difference  between  the  House  and 
Senate  bills.  Therefore,  the  answer  is 
that  the  conferees  will  not  be  in  a  posi¬ 
tion  to  make  such  a  definition. 

Mr.  MUNDT.  Mr.  President,  I  do  not 
want  to  leave  unanswered  in  the  Record 
the  statement  that  a  vote  to  recommit  is 
a  vote  to  kill  the  bill.  As  one  member 
of  the  committee  who  attended  the 
hearings,  I  can  say  that  if  the  bill  is 
recommitted  to  the'Committee  on  Agri¬ 
culture  and  Forestry,  the  committee  cer¬ 
tainly  will  be  bound  to  try  to  reconcile 
the  various  conflicting  points  of  view 
which  we  have  heard  expressed  in  they 
Senate  tonight,  and  to  arrive  at  a  soh 
which  will  move  in  the  direction/bf 
mane  slaughter. 

do  not  think  a  vote  to  recommit  is  a 
to  kill  the  bill.  It  would  bf/a  vote 
to  kill  this  particular  language/ 

Mr.  HUMPHREY.  Mr.  President,  the 
reconciliation  of  the  different  points  of 
view  will  be  done  in  conference. 

The  PRESIDING  OFFICER.  The 
question  is  oh,  the  mot)6n  to  recommit 
the  bill.  On  thjs  question  the  yeas  and 
nays  have  been\>rdyred,  and  the  clerk 
will  call  the  roll. 

The  legislative  pferk  called  the  roll. 

Mr.  MANSFIELD  .\l  announce  that 
the  Senator  from  Tennessee  [Mr.  Gore], 
the  Senator  from  Alabama  [Mr.  Hill], 
the  Senator  from  Florioa  LMr.  Hol¬ 
land],  th^7 Senator  from  Georgia  [Mr. 
Talmadg^],  and  the  Senator  from  Texas 
[Mr.  YaLborough]  are  absent  on  official 
business. 

e  Senator  from  Delaware's.  [Mr. 
’ar]  and  the  Senator  from  Oklahoma 
r.  Monroney]  are  absent  on  official 
usiness  attending  the  49th  Congress 
the  Interparliamentary  Union  as  dele-'' 
gates  representing  the  Senate  at  Rio  de 
Janeiro,  Brazil.  The  Senator  from 
Arkansas  [Mr.  McClellan]  is  absent  be¬ 
cause  of  a  death  in  his  family. 

I  further  announce  that  if  present  and 
voting,  the  Senator  from  Delaware  LMr. 
Frear]  and  the  Senator  from  Texas  [Mr. 
Yarborough]  would  each  vote  “nay.” 

On  this  vote,  the  Senator  from  Ala¬ 
bama  LMr.  Hill]  is  paired  with  the 
Senator  from  Florida  [Mr.  Holland], 
If  present  and  voting,  the  Senator  from 
Alabama  would  vote  “nay”  and  the 
Senator  from  Florida  would  vote  “yea.” 

The  Senator  from  Oklahoma  LMr. 
Monroney]  is  paired  with  the  Senator 
from  Georgia  [Mr.  Talmadge],  If  pres¬ 
ent  and  voting,  the  Senator  from  Okla¬ 
homa  would  vote  “nay”  and  the  Senator 
from  Georgia  would  vote  “yea.” 

Mr.  DIRKSEN.  I  announce  that  the 
Senator  from  South  Dakota  I  Mr.  Case] 
and  the  Senator  from  West  Virginia  [Mr. 
Hoblitzell]  are  absent  because  of  official 
business  having  been  appointed  by  the 
Vice  President  to  attend  the  49th  Con¬ 
gress  of  the  Interparliamentary  Union 
in  Rio  de  Janeiro. 


The  Senator  from  Maine  [Mr.  Payne] 
is  necessarily  absent.  / 

The  Senator  from  Vermont  [Mr. 
Flanders],  the  Senator  from  Pennsyl¬ 
vania  [Mi-.  Martin],  and  the  Senator 
from  New  Jersey  [Mr. /Smith]  are  de¬ 
tained  on  official  business. 

If  present  and  yoting,  the  Senator 
from  Maine  [Mr.  ^yne]  and  the  Sena¬ 
tor  from  New  Jersey  [Mr.  Smith]  would 
each  vote  “nay./ 

The  result  jtfas  announced— yeas  29, 
nays  53,  as  fallows: 

YEAS — 29 


Allott  / 

Anderson/ 
Barrett  / 

Eastland 

Martin,  Iowa 

Ellender 

Mundt 

Ervin 

O'Mahoney 

Benney^ 

Goldwater 

Russell 

Butle/ 

Hickenlooper 

Schoeppel 

Caponart 

Hruska 

Stennis 

Carlson 

Jenner 

Thurmond 

Ctfkvez 

Johnston,  S.  C. 

Thye 

Chirtis 

Langer 

Young 

Tiirksen 

Malone 

NAYS— 53 

Aiken 

Hennings 

Morton 

Beall 

Humphrey 

Murray 

Bible 

Ives 

Neuberger 

Bricker 

Jackson 

Pastore 

Bridges 

Javits 

Potter 

Bush 

Johnson,  Tex. 

Proxmire 

Byrd 

Jordan 

Purtell 

Carroll 

Kefauver 

Revercomb 

Case,  N.  J. 

Kennedy 

Robertson 

Church 

Kerr 

Saltonstall 

Clark 

Knowland 

Smathers 

Cooper 

Kuchel 

Smith,  Maine 

Cotton 

Lausche 

Sparkman 

Douglas 

Long 

Symington 

Dworshak 

Magnuson 

Watkins 

Fulbright 

Mansfield 

Wiley 

Green 

McNamara 

Williams 

Hayden 

Morse 

NOT  VOTING— 

■14 

Case,  S.  Dak. 

Hoblitzell 

Payne 

Flanders 

Holland 

Smith,  N.  J. 

Frear 

Martin,  Pa. 

Talmadge 

Gore 

McClellan 

Yarborough 

Hill 

Monroney 

So  Mr.  O’Mahoney’s  motion  to  recom¬ 
mit  was  rejected. 

Mr.  HUMPHREY.  Mr.  President,  I 
move  to  reconsider  the  vote  by  which  the 
motion  to  reconsider  was  rejected. 

Mr.  NEUBERGER.  Mr.  President,  I 
move  to  lay  that  motion  on  the  table. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

The  PRESIDING  OFFICER.  The 
bilMs  open  to  amendment.  If  there  be 
no  nnther  amendment  to  be  proposed, 
the  question  is  on  the  engrossment  of 
the  amendments  and  the  third  reading 
of  the  bil 

The  amendments  were  ordered  to  be 
engrossed  and  the  bill  to  be  read  a  third 
time. 

The  bill  was  read  the  third  time. 

The  PRESID^HG  OFFICER.  The 
question  is  on  the\passage  of  the  bill. 
On  this  question  the  yeas  and  nays  have 
been  ordered,  and  the’^lerk  will  call  the 
rolL  \ 

The  legislative  clerk  cal 

Mr.  MANSFIELD.  I  a 
the  Senator  from  Tennessee 
the  Senator  from  Alabama 
the  Senator  from  Florida  [Mi 


the  roll, 
ounce  that 
r.  Gore], 

[  /.  Hill'I, 
land],- 


the  Senator  from  Montana  [Mr\MuR- 
ray],  and  the  Senator  from  Texas  -I  Mr. 
Yarborough]  are  absent  on  official  busi¬ 
ness.  ' 

The  Senator  from  Delaware  [Mr. 
Frear]  and  the  Senator  from  Oklahoma 
LMr.  Monroney]  are  absent  on  official 
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Business  attending  the  49th  Congress  of 
the  Interparliamentary  Union  as  dele- 
gat^  representing  the  Senate  at  Rio  de 
Janeiro,  Brazil. 

The  Senator  from  Arkansas  [Mr.  Mc- 
ClellaiA.  is  absent  because  of  a  death 
in  his  faniily- 

I  furthei\  announce  that,  if  present 
and  voting,  the  Senator  from  Delaware 
[Mr.  Frear]  ,  the  Senator  from  Oklahoma 
[Mr.  MonroneyX  the  Senator  from  Mon- 
tant  [Mr.  Murra^I,  and  the  Senator 
from  Texas  [Mr.  Yarborough]  would 
each  vote  “yea.” 

On  this  vote,  the  Senator  from  Ala¬ 
bama  [Mr.  Hill]  ,  is  paired  with  the  Sen¬ 
ator  from  Florida  [Mi’XHolland].  If 
present  and  voting,  the  Senator  from 
Alabama  would  vote  “yea,”  find  the  Sen¬ 
ator  from  Florida  would  vote,  “nay.” 

Mr.  DIRKSEN.  I  announce;  that  the 
Senator  from  South  Dakota  I  Mr.  Case] 
and  the  Senator  from  West  Virginia  [Mr. 
Hoblitzell]  are  absent  because  of  official 
business  having  been  appointed  by 'the 
Vice  President  to  attend  the  49th  Con¬ 
gress  of  the  Interparliamentary  Uniorfy 
in  Rio  de  Janeiro. 

The  Senator  from  Maine  [Mr.  Payne] 
is  necessarily  absent. 

The  Senator  from  New  Hampshire  [Mr. 
Bridges],  the  Senator  from  Vermont 
[Mr.  Flanders],  the  Senator  from  Penn¬ 
sylvania  [Mr.  Martin],  and  the  Senator 
from  New  Jersey  [Mr.  Smith]  are  de¬ 
tained  on  official  business. 

If  present  and  voting,  the  Senator  from 
Vermont  [Mr.  Flanders],  the  Senator 
from  West  Virginia  [Mr.  Hoblitzell], 
the  Senator  from  Maine  [Mr.  Payne], 
and  the  Senator  from  New  Jersey  [Mr. 
Smith]  would  each  vote  “yea.” 

The  result  was  announced — yeas  72, 
nays  9,  as  follows: 

YEAS— 72 


Aiken 

Allott 

Anderson 

Barrett 

Beall 

Bennett 

Bible 

Bricker 

Bush 

Butler 

Byrd 

Capehart 

Carlson 

Carroll 

Case,  N.  J. 

Chavez 

Church 

Clark 

Cooper 

Cotton 

Curtis 

Dlrksen 

Douglas 

Dworshak 


Eastland 

Ellender 

Ervin 


Bridges 


Fulbright 

Goldwater 

Green 

Hayden 

Hennings 

Hickenlooper 

Hruska 

Humphrey 

Ives 

Jackson 

Javits 

Jenner 

Johnson,  Tex, 

Jordan 

Kefauver 

Kennedy 

Kerr 

Knowland 
Kuchel 
Langer 
Lausche 
Long 


Mansfield 

Martin,  Iowa 

McNamara 

Morse 

Morton 

Mundt 

Neuberger 

Pastore 

Potter 

Froxmire 

Purtell 

Revercomb 

Robertson 

Russell  / 

Saltonstall 

Schoeppel 

Srnathers 

Smitlri  Maine 

Spapkman 

Sythington 

T»ye 

^Watkins 


/ 


Magnuson  ,  Wiley 
Malone  ,  Williams 

NAYS — rS 

Johnston.;' S.  C.  Talmadge 
O’Mahoiiey  Thurmond 
Stennis  Young 


NOT  .VOTING- 
Hili 


Case,  S.  Dak.  Hoblitzell 
Flanders  /Holland 
Frear  /  Martin,  Pa. 

Gore  /  McClellan 
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Monroney 
Murray 
Payne 
Smith,  N.  J. 
Yarborough 


So  the  bill  (H.  R.  8308)  was  passed. 

Mr.  HUMPHREY.  Mr.  President,  I 
move.that  the  vote  by  which  the  bill  was 
passed  be  reconsidered. 

Mr.  NEUBERGER.  Mr.  President,  I 
move  to  lay  on  the  table  the  motion  to 
reconsider  the  vote  by  which  the  bill  was 
passed. 


The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  to 
lay  on  the  table  the  motion  to  reconsider. 

The  motion  to  lay  on  the  table  was 
agreed  to. 

FEDERAL  AID  TO  THE  STATES  FOR 
SCHOOL  CONSTRUCTION 

Mr.  McNAMARA.  Mr.  President,  I 
ask  unanimous  consent  to  have  printed 
in  the  Record  a  statement  by  me  on  a 
program  of  Federal  aid  to  the  States  for 
school  construction. 

There  being  no  objection,  the  state¬ 
ment  was  ordered  to  be  printed  in  the 
Record,  as  follows: 

Statement  by  Senator  McNamara 

An  epidemic  of  adjournment  fever  seems 
to  be  settling  over  the  Congress. 

The  main  symptom  of  this  fever  is  a 
deceptive  mood  of  self-congratulation 
wherein  the  Members  tell  each  other — and 
their  constituents — what  a  great  job  they 
have  done  during  the  past  months. 

I  would  not  like  to  puncture  this  mood— 
for,  in  a  large  sense,  it  is  justified  by  tl 
\  record  of  the  85th  Congress. 

\  However — that  record  will  by  no  mean£  be 
complete  until  the  Congress  takes  care/of  an 
extremely  important  piece  of  un#nished 
business. 

I  refer  specifically  to  a  program  of  Fed¬ 
eral  aid,  to  the  States  for  school  construc¬ 
tion. 

The  Se\ate  Labor  ,  and  public  Welfare 
Committee  'currently  is  working  on  a  pro¬ 
gram  to  grant  23,000  college  scholarships  a 
year.  \  /  • 

Certainly,  no  6iie  truly  interested  in  Amer¬ 
ican  education  cap  fiiid  fault  with  such  a 
measure.  \/ 

But  the  trouble  is'sthat  it  only  nibbles  at 
the  edge  of  the  main  problem. 

The  problem, /simply  stated,  is  a  continu¬ 
ing  shortage  Art  more  ihaan  140,000  class¬ 
rooms — in  the  face  of  a  constantly  increas 
ing  population. 

The  problem  involves  a  shortage  of  more 
than  30,000  teachers — and  proper  salaries  for 
the  ones  we  have. 

What  answer  does  a  scholarship 'torovide  to 
the/boy  or  girl  who  receives  a  substandard 
education  because  the  school  day  isNput  in 
half  by  double  shifts? 

/  What  good  is  a  scholarship  program  to  a 
school  district  that  simply  does  not  have  tije 
funds  available  to  build  needed  schools? 

And  how  will  scholarships  help  school  dis¬ 
tricts  pay  their  teachers  a  living  wage? 

These  are  the  problems.  Let  us  not  be 
under  any  illusion  that  if  we  accept  a  schol¬ 
arship  program  we  are  making  any  real 
strides  toward  improved  American  educa¬ 
tion. 

Scholarships  are  a  nice  gesture,  a  nod  in 
the  right  direction,  but  they  are  rapidly 
obscured  by  the  magnitude  of  the  real  edu¬ 
cation  problem.  What  we  must  have  is  a 
program  that  will  help  the  States  build  the 
schools  they  so  desperately  need. 

A  truly  meaningful  program  of  Federal 
assistance  to  the  States  for  education  has 
been  sought  for  years  in  the  Congress. 
There  has  been  too  much  talk  and  too  little 
action. 

I  am  seeking,  within  the  Labor  and  Public 
Welfare  Committee,  to  amend  a  true  educa¬ 
tion  assistance  program  to  any  so-called 
scholarship  bill. 

Failing  within  the  committee,  the  fight 
will  be  carried  to  the  floor  of  the  Senate. 

We  speak  often  of  the  need  to  stand  up 
and  be  counted  on  important  issues. 

I  hope  that  my  colleagues  will  soon  have' 
that  opportunity  to  vote  on  a  genuine  edu¬ 
cation  assistance  program. 
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AVAILABILITY  OF  EQUITY  CAPITAL 

AND  LONG-TERM  CREDIT  TO 
SMALL-BUSINESS  CONCERNS 

Mr.  FULBRIGHT.  Mr.  President,  I 
ask  that  the  Chair  lay  before  the  Senate 
the  amendments  of  the  House  of  Rep¬ 
resentatives  to  the  bill  S.  3651. 

The  PRESIDING  OFFICER  (Mr. 
Proxmire  in  the  chair)  laid  before  the 
Senate  the  amendments  of  the  House  of 
Representatives  to  the  bill  (S.  3651)  to 
make  equity  capital  and  long-term 
credit  more  readily  available  for  small- 
business  concerns,  and  for  other  pur¬ 
poses,  which  were,  on  page  1,  lines  3 
and  4,  strike  out  “purpose,”  and  insert 
“policy,”;  on  page  2,  strike  out  the  table 
of  contents  in  its  entirety  and  insert: 

TABLE  OF  cbNTENTS 

Title  I — Short  title,  statement  of  policy,  and 
definitions 
Sec.  101.  Short  title. 

Sec,  102.  Statement  of  policy. 

Sec.  103.  Definitions. 

Title  II — Small  Business  Investment  Division 
of  the  Small  Business  Administration 
Sec.  201.  Establishment  of  Small  Business 
Investment  Division. 

Sec.  202.  Provision  and  purposes  of  funds. 
Title  III — Small-business  investment 
companies 

Sec.  301.  Organization  of  small  business  in¬ 
vestment  companies. 

Sec.  302.  Capital  stock  and  subordinated  de¬ 
bentures. 

Sec.  303.  Borrowing  power. 

Sec.  304.  Provision  of  equity  capital  for 
small-business  concerns. 

Sec.  305.  Long-term  loans  to  small-business 
concerns. 

Sec.  306.  Aggregate  limitations. 

Sec.  307.  Exemptions. 

Sec.  308.  Miscellaneous. 

Sec.  309.  Approving  State  chartered  compa¬ 
nies  for  operations  under  this 
act. 

Title  IV — Conversion  of  State  chartered  in¬ 
vestment  companies  and  State  develop¬ 
ment  companies 

Title  V — Loans  to  State  and  local  develop¬ 
ment  companies 

Title  VI — Changes  in  Federal  Reserve 
authority 

Sec.  601.  Repeal  of  section  13b  of  the  Fed¬ 
eral  Reserve  Act. 

Sec.  602.  Transfer  of  funds. 

Title  VII — Criminal  penalties 

On  page  3,  line  11,  strike  out  “(a)”; 
on  page  3,  strike  out  lines  16  and  17,  and 
insert : 

(3)  the  terms  “small  business  investment 
companies”,  “company”,  “small  business  in¬ 
vestment  company”,  and  "company  organ¬ 
ized  under  this  act”  mean  a  small  business 
investment  company  or  companies,  char¬ 
tered  under  State  laws  for  the  purpose  of 
operating  under  this  act  and  authorized  by 
the  Administration,  as  provided  in  title  III, 
to  operate  under  this  act'. 

On  page  3,  line  23,  strike  out  “of  1953” 
and  insert  “and”;  on  page  4,  strike  out 
lines  1  through  4,  inclusive;  on  page  4, 
line  5,  strike  out  “(7)  ”  and  insert  “(6)  ”; 
on  page  4,  line  5,  strike  out  “State  and 
local”;  on  page  5,  line  6,  strike  out  “of 
1953”;  on  page  5,  line  6,  strike  out  “209 
and  219”  and  insert  “13  and  16”;  on 
page  5,  strike  out  line  10  over  through 
and  including  line  10  on  page  7,  and 
insert :  t 
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PROVISION  AND  PURPOSES  OF  FUNDS 

Sec.  202.  (a)  Section  4  (c)  of  the  Small 
Business  Act  is  amended — 

(1)  by  striking  out  “$650,000,000”  each 
place  it  appears  and  inserting  in  lieu  thereof 
“$900,000,000”; 

(2)  by  inserting  before  the  period  at  the 
end  of  the  fourth  sentence  the  following: 

and  in  the  exercise  of  the  functions  of 
the  Administration  under  the  Small  Busi¬ 
ness  Investment  Act  of  1958”;  and 

(3)  by  inserting  after  the  seventh  sen¬ 
tence  the  following  new  sentence:  “Not  to 
exceed  an  aggregate  of  $250,000,000  shall  be 
outstanding  at  any  one  time  for  the  exer¬ 
cise  of  the  functions  of  the  Administration 
under  the  Small  Business  Investment  Act  of 
1958.” 

(b)  There  are  hereby  'authorized  to  be 
appropriated  such  sums  as  may  be  necessary 
and  appropriate  for  the  administrative  ex¬ 
penses  of  the  Administration  under  this  act. 

On  page  7,  line  13,  strike  out  “organ¬ 
ization”  and  insert  “qualification”;  on 
page  7,  strike  out  lines  15  through  20, 
inclusive,  and  insert : 

Sec.  301.  (a)  Small  business  investment 
companies  formed  by  any  number  of  persons, 
not  less  than  ten,  chartered  under  State  laws 
for  the  purpose  of  operating  under  this  act, 
may  be  authorized  by  the  Administration  to 
operate  under  this  act. 

On  page  8,  line  6.  strike  out  all  after 
“affairs.”  down  through  and  including 
line  8;  on  page  8,  strike  out  line  9,  over 
through  and  including  line  7  on  page  9, 
and  insert: 

(c)  The  articles  of  incorporation  and 
amendments  thereto  shall  be  forwarded  to 
the  Administration  for  consideration.  In 
determining  whether  to  authorize  such  a 
company  to  operate  under  this  act,  the  Ad¬ 
ministration  shall  give  due  regard,  among 
other  things,  to  the  need  for  the  financing 
of  small-business  concerns  in  the  area  in 
which  the  proposed  company  is  to  commence 
business,  the  general  character  of  the  pro¬ 
posed  management  of  the  company,  the 
number  of  such  companies  previously  or¬ 
ganized  in  the  United  States,  and  the  vol¬ 
ume  of  their  operations.  After  considera¬ 
tion  of  all  relevant  factors,  the  Administra¬ 
tion  may  in  its  discretion  grant  authority  to 
such  a  company  to  operate  under  this  act. 

(d)  Prior  to  the  grant' of  such  authority, 
the  company  must  have  power — 

(1)  to  adopt  and  use  a  corporate  seal; 

(2)  to  have  succession  for  a  period  of  30 
years; 

On  page  10,  strike  out  lines  13  through 
16,  inclusive;  on  page  10,  line  18,  strike 
out  “organized”  and  insert  “authorized 
to  operate”!  on  page  10,  line  20,  strike 
out  “before  it  shall  commence  business”; 
on  page  11,  strike  out  lines  7  through 
15,  inclusive  and  insert; 

(b)  Shares  of  stock  in  small  business  in¬ 
vestment  companies  shall  be  eligible  for 
purchase  by  national  banks,  and  shall  be 
eligible  for  purchase  by  other  member  banks 
of  the  Federal  Reserve  System  and  non¬ 
member  insured  banks  to  the  extent  per¬ 
mitted  under  applicable  State  law;  except 
that  in  no  event  shall  any  such  bank  hold 
shares  in  small  business  investment  com¬ 
panies  in  an  amount  aggregating  more  than 
1  percent  of  its  capital  and  surplus. 

On  page  13,  line  24,  strike  out  all  after 
“the”  over  through  and  including  line  3 
on  page  14,  and  insert  “Administrator”; 
on  page  14,  line  14,  after  “basis.”  insert 
“In  agreements  to  participate  in  loans 
on  a  deferred  basis  under  this  subsec¬ 
tion,  the  participation  by  the  company 
shall  not  be  in  excess  of  90  percent  of 


the  balance  of  the  loan  outstanding  at 
the  time  of  disbursement.” 

On  page  16,  line  14,  strike  out  “80a” 
and  insert  “80a-18”;  on  page  18,  line  14, 
strike  out  all  after  “such”  down  through 
“forfeited,”  in  line  15,  and  insert  “for¬ 
feiture”;  on- page  19,  strike  out  lines  14 
through  25,  inclusive;  on  page  20,  strike 
out  lines  6  through  19,  inclusive;  on 
page  20,  strike  out  line  20  over  through 
line  3  on  page  22;  on  page  22,  line  4, 
strike  out  “title  V”  and  insert  “title  IV”; 
on  page  22,  line  6,  strike  out  “501”  and 
insert  “401”;  on  page  22,  line  7,  strike 
out  “and  local”;  on  page  22,  line  8,  strike 
out  all  after  “Act”  down  through  “1961” 
in  line  10;  on  page  22,  line  19,  strike  out 
“or  local”;  on  page  22,  line  21,  after 
“sources.”  insert  “Funds  advanced  to  a 
State  development  company  under  this 
section  shall  be  treated  on  an  equal  ba¬ 
sis  with  those  funds  borrowed  by  such 
company  after  the  date  of  the  enactment 
of  this  act,  regardless  of  source,  which 
have  the  highest  priority,  except  when 
this  requirement  is  waived  by  the  Ad¬ 
ministrator”;  on  page  22,  line  22,  strike 
out  “502”  and  insert  “402”;  on  page  24, 
line  11,  strike  out  “title  VI”  and  insert 
“title  V”;  on  page  24,  line  14,  strike  out 
“601”  and  insert  “501”;  on  page  24,  line 
21,  strike  out  “fund  for  management 
counseling”  and  insert  “transfer  of 
funds”;  on  page  24,  line  22,  strike  out 
“602”  and  insert  “502”;  on  page  25, 
strike  out  lines  7  through  13,  inclusive, 
and  insert: 

(b)  The  amounts  repaid  to  the  United 
States  pursuant  to  subsection  (a)  of  this 
section  shall  be  covered  into  the  Treasury 
as  miscellaneous  receipts. 

On  page  25,  strike  out  line  14  over 
through  line  8,  on  page  26;  on  page  26, 
line  9,  strike  out  “title  VII”  and  insert 
“title  VI”;  on  page  26,  line  10,  strike  out 
“701”  and  insert  “601”;  on  page  26,  line 
18.  strike  out  “702”  and  insert  “602";  on 
page  27,  line  7,  strike  out  “703”  and  in¬ 
sert  “603”;  on  page  27,  line  11,  strike 
out  “704”  and  insert  “604”;  and  on  page 
27,  line  15,  strike  out  “705”  and  insert 
“605.” 

Mr.  FULBRIGHT.  Mr.  President,  I 
move  that  the  Senate  disagree  to  the 
amendments  of  the  House  to  S.  3651, 
request  a  conference  with  the  House  of 
Representatives  thereon,  and  that  the 
Chair  appoint  the  conferees  on  the  part 
of  the  Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Ful- 
bright,  Mr.  Sparkman,  Mr.  Clark,  Mr. 
Proxmire,  Mr.  Capehart,  Mr.  Bricker, 
and  Mr.  Bennett  conferees  on  the  part 
of  the  Senate. 

Mr.  KENNEDY  obtained  the  floor. 


PROPOSED  AGREEMENT  WITH 
GREAT  BRITAIN  FOR  COOPERA¬ 
TION  ON  USES  OF  ATOMIC  EN¬ 
ERGY  FOR  MUTUAL-DEFENSE 
PURPOSES  (S.  REPT.  NO.  2041) 

Mr.  PASTORE.  Mr.  President,  will 
the  Senator  from  Massachusetts  yield 
to  me? 

Mr.  KENNEDY.  I  yield. 

Mr.  PASTORE.  Mr.  President,  out  of 
order,  I  ask  unanimous  consent  to  sub¬ 
mit,  from  the  Joint  Committee  on 


Atomic  Energy,  a  report  concerning  ^ 
proposed  agreement  for  cooperation  by 
the  Government  of  the  United  Stated  of 
America  and  the  Government  of'  the 
United  Kingdom  of  Great  Britaifi  and 
Northern  Ireland,  on  the  uses  of' atomic 
energy  for  mutual-defense  purj/oses. 

As  the  Senate  will  recall,  ph  June  23, 
1958,  the  Senate  debated  apd'  voted  upon 
a  bill  to  amend  the  Atomic  Energy  Act 
of  1954,  to  permit  greater  cooperation 
between  the  United  States  and  our  allies 
in  the  exchange  of  classified  military  in¬ 
formation  and  maternal.  The  bill,  H.  R. 
12716,  after  conference,  on  June  30,  1958, 
was  passed  by  the, ^Senate ;  and  on  July  2, 
1958,  was  approyed  by  the  President  as 
Public  Law  85-479. 

As  the  Senate  will  recall,  Public  Law 
85-479,  white  permitting  greater  cooper¬ 
ation  with/our  allies  in  the  exchange  of 
military  atomic  energy  information  and 
material,  also  contains  a  provision 
whereby  the  Congress  may,  by  a  con¬ 
current  resolution,  disapprove  a  pro¬ 
posed  agreement.  By  amendment  of  the 
Atomic  Energy  Act  of  1954,  proposed 
greements  for  cooperation  of  a  military 
'nature,  before  becoming  effective,  must 
lie  before  the  Joint  Committee  for  a 
stipulated  period  of  time.  The  period  of 
time  is  30  days  during  the  85th  Congress 
and  60  days  thereafter.  A  proposed 
agreement  for  cooperation  cannot  take 
effect  if  during  this  period  of  time  the 
Congress  adopts  a  concurrent  resolution 
of  disapproval. 

The  first  proposed  agreement  sub¬ 
mitted  to  Congress  by  the  President 
since  the  enactment  of  Public  Law  85- 
479  is  one  with  Great  Britain,  which  was 
submitted  on  July  3,  1958.  The  Joint 
Committee  on  Atomic  Energy,  through 
its  Subcommittee  on  Agreements  for  Co¬ 
operation,  under  my  chairmanship,  hav¬ 
ing  studied  the  proposed  agreement,  and 
having  heard  witnesses  from  the  Depart¬ 
ment  of  Defense,  the  State  Department, 
and  the  Atomic  Energy  Commission, 
concluded  that  the  proposed  agreement 
is  in  conformance  with  the  letter  and 
Nttie  spirit  of  the  Atomic  Energy  Act  of 
1954,  as  amended.  The  full  committee 
on'j.uly  22,  1958  adopted  the  report,  and 
interposed  no  objections  to  the  agree¬ 
ment.  \ 

I  submit  to  the  Senate  the  Joint  Com¬ 
mittee’s  report  in  support  of  the  pro¬ 
posed  agreement.  After  review  of  the 
report,  I  am  certain  that  all  Senate 
Members  will  join  me  in  the  belief  that 
the  proposed  agreement  with  Great  Bri¬ 
tain  will  foster  greater  cooperation  be¬ 
tween  these  two  countries,  to  their  mu¬ 
tual  advantage. 

The  PRESIDING  OFFICER.  The  re¬ 
port  will  be  received  and  pririted. 

Mr.  PASTORE.  Mr.  President,  I 
thank  the  Senator  from  Massachusetts 
for  yielding  to  me. 


SUSPENSION  OF  EMPLOYMENT  OF 
CIVILIAN  PERSONNEL  OF  THE 
UNITED  STATES  IN  THE  INTEREST 
OF  NATIONAL  SECURITY 
Mr.  JOHNSTON  of  South  Carolina. 
Mr.  President,  on  August  8,  1957,  the 
Senate  passed  and  sent  to  the  House 
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S.\1411,  to  amend  the  act  of -August  26, 
1956,  giving  the  heads  of  the  executive 
departments  and  agencies  discretionary- 
authority  to  retain  or  suspend  employees 
pending\a  hearing  on  charges  involving 
loyalty.  \ 

The  House  struck  out  all  after  the 
enacting  clause  and  adopted  provisions 
having  far-reaching  implications.  The 
House  provisions  go  far  beyond  the  scope 
of  the  measure  passed  in  the  Senate. 
When  that  became  known,  a  number  of 
the  members  of  the  committee  asked  me 
to  request  that  the  bill  be  referred  back 
to  the  committee  for  study.  The  Senate 
agreed  to  the  request,  and  the  bill  was 
referred  to  the  committee  on  July  11, 
1958. 

The  committee  has  now  had  an  oppor¬ 
tunity  to  study  the  House  provisions  and, 
in  executive  session,  unanimously  agreed 
to  request  a  conference  with  the  House 
to  see  if  the  issues'  involved  cauld  be 
resolved. 

Mr.  President,  I  move  that  the  Senate 
disagree  to  the  amendments  of  the  House 
of  Representatives,  request  a  conference 
with  the  House  on  the  disagi’eeing  votes 
of  the  two  Houses  thereon,  and  that  the 
Chair  appoint  the  conferees  on  the  part 
of  the  Senate. 

The  motion  was  agreed  to;  and  the 
Presiding  Officer  appointed  Mr.  Johns¬ 
ton  of  South  Carolina,  Mr.  Church,  Mr. 
Clark,  Mr.  Martin  of  Iowa,  and  Mr. 
Morton  conferees  on  the  part  of  the 
Senate. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  this  matter  w-as  not  known  to  me. 
I  wonder  if  the  Senator  will  assure  us 
this  action  is  agreeable  to  the  minority 
leader? 

Mr.  JOHNSTON  of  South  Carolina.  It 
is.-  It  is  agreeable  with  the  Senator  from 
Kansas  [Mr.  Carlson]  and  the  full  com¬ 
mittee,  Democrats  and  Republicans  both. 

Mr.  JOHNSON  of  Texas.  If  objection 
should  be  indicated,  this  action  should 
be  vitiated.  -  When  we  tell  Senators  we 
are  not  going  to  transact  any  other  busi¬ 
ness,  I  try  to  adhere  to  that  plan.  If  this 
action  is  not  agreeable,  I  will  ask  the 
Senate  to  rescind  this  action. 

Mr.  JOHNSTON  of  South  Carolina.  I 
think  there  can  be  no  objection. 


CONSTRUCTION  AT  MILITARY 
INSTALLATIONS  ^ 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  move  that  the  Senate  proceed  to 
the  consideration  of  Calendar  No.  2028, 
H.  R.  13015,  the  military  public-works 
bill.  I  should  like  to  make  that  the  un¬ 
finished  business. 

The  PRESIDING  OFFICER.  The  bill 
will  be  stated  by  title. 

The  Legislative  Clerk.  A  bill  (H.  R. 
13015)  to  authorize  certain  construction 
at  military  installations,  and  for  other 
purposes. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Texas. 

The  motion  was  agreed  to;  and  the 
Senate  proceeded  to  consider  the  bill, 
which  had  been  reported  from  the  Com¬ 
mittee  on  Armed  Services  with  an 
amendment. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  I  do  not  have  it  within  my  power 
to  determine  when  the  absence  of  a  quo¬ 
rum  may  be  suggested,  and  therefore  one 
may  be  suggested  shortly  after  the  Sen¬ 
ate  convenes  tomorrow,  but  I  should  life 
all  Members  of  the  Senate  to  be  on  no¬ 
tice  that  we  do  not  anticipate  a  yea- 
and-nay  vote  on  the  military  public- 
works  bill  until  after  11  o’clock,  and 
Senators  may  make  their  plan/  accord¬ 
ingly.  \  / 


jftE 


CHANGE  OF  REFERENCE 

On  motion  of  Mr.  Johnson  of  Texas, 
and  by  unanimous  consent,  the  Commit¬ 
tee  on  the  Judiciary  was  discharged  from 
the  further  consideration  of  the  bill 
(H.  R.  2747)  for, the  relief  of  John  H. 
Parker,  and  it  was  referred  to  the  Com¬ 
mittee  on  Post/Office  and  Civil  Service. 


~f - - - 

KATINA  .LECKAS  AND 
LECKAS,  NATIVIDADE 

\ 


ARGERY 

AGRELA 


DOS -SANTOS 

Mr/ JOHNSON  of  Texas.  \  Mr.  Presi¬ 
dent,  I  ask  that  the  Chair  lay'  before  the 


spectively.  These  bills  grant  to  tne 
minor  children  adopted  or  to  be  adopted 
by  citizens  of  the  United  State/  the 
status  of  nonquota  immigrants!  On 
July  8,  1958,  the  House  passed/s.  3007 
and  S.  3129,  each  with  a  minor  amend¬ 
ment  stating  that  the  natural  parents 
of  the  beneficiaries  shall  not  be  entitled 
to  any  right,  status,  or  privilege  under 
the  Immigration  and  Nationality  Act. 

I  move  that  the  Senate  concur  in  the 
House  amendment  to'  each  of  the  bills, 
S.  3007  and-S.  3129. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion  of 
the  Senator  from  Texas. 

The  motioiywas  agreed  to. 

MA&IA  GARCIA  ALIAGA 

Mr.  J6HNSON  of  Texas.  Mr.  Presi¬ 
dent,  L  ask  that  the  Chair  lay  before 
the  Senate  the  amendment  of  the  House 
to  0.  2511. 

7he  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  the  amendment  of  the 
House  of  Representatives  to  the  bill  (S. 
2511)  for  the  relief  of  Maria  Garcia 
Aliaga,  which  was  to  strike  out  all  after 
the  enacting  clause  and  insert: 

That  the  Attorney  General  is  authorized 
and  directed  to  cancel  any  outstanding  order 
and  warrant  of  deportation,  warrant  of  ar¬ 
rest,  and  bonds,  which  may  have  issued  in 
the  case  of  Maria  Garcia  Aliaga.  Prom  and 
after  the  date  of  the  enactment  of  this  act, 
the  said  Maria  Garcia  Aliaga  shall  not  again 
be  subject  to  deportation  by  reason  of  the 
same  facts  upon  which  such  deportation  pro¬ 
ceedings  were  commenced  or  any  such  war¬ 
rants  and  order  have  issued. 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  on  May  21,  1958,  the  Senate  passed 
S.  2511,  to  grant  the  status  of  perma¬ 
nent  residence  in  the  United  States  to 
the  beneficiary.  On  July  8,  1958,  the 
House  of  Representatives  passed  S.  2511, 
with  an  amendment  to  provide  only  for 
cancellation  of  outstanding  deportation 
proceedings  in  behalf  of  the  beneficiary. 

I  move  that  the  Senate  concur  in  the 
House  amendment  to  S.  2511. 

The  PRESIDING  OFFICER.  The 
question  is  on  agreeing  to  the  motion 
of  the  Senator  from  Texas. 

The  motion  was  agreed  to. 


ORDER  TO  CONVENE  AT  10  O’CLOCK 
TOMORROW  MORNING  / 

Mr.  JOHNSON  of  Texas.  Mr /Presi¬ 
dent,  I  ask  unanimous  consent  that  when 
the  Senate  convenes  tomorrow,  it  con¬ 
vene  at  10  o’clock  in  the  morning. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordered/ 

— 


Seriate  the  messages  from  the  House  on 
ST  3007  and  S.  3129.  \ 

The  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  the  amendment  of,  the 
House  of  Representatives  to  the  bill\(S. 

3007)  for  the  relief  of  Katina  Leckas  arid 
Argery  Leckas,  which  was,  in  line  liy 

strike  out  all  after  “States”  down\  _ _ 

through  and  including  “act”  in  line  13,  dent,  I  ask  that  the  Chair  lay  before  the 


ROMULO  A.  MANRIQUEZ 
Mr.  JOHNSON  of  Texas.  Mr.  Presi- 


legislative/ Program 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  we  expect  %6  call  up  the  confer¬ 
ence  report  on  the  transportation  bill. 

We  expect  tri  consider  the  motion  to 
reconsider  op  the  resolution  from  the 
Foreign  Relations  Committee. 

We  expect  to  consider  the  resolution 
extending  appropriations  for  August, 
presented  by  the  distinguished  chairman 
of  th^' Appropriations  Committee. 

M t.  President - 

2*he  PRESIDING  OFFICER.  The  Sen¬ 
ator  from  Texas. 


and  insert: 

Sec.  3.  The  natural  parent  of  the  benefi¬ 
ciaries  of  this  act  shall  not,  by  virtue  of  such 
parentage,  be  accorded  any  right,  status,  or 
privilege  under  the  Immigration  and  Na¬ 
tionality  Act. 

The  PRESIDING  OFFICER  laid  be¬ 
fore  the  Senate  the  amendment  of  the 
House  of  Representatives  to  the  bill 
(S.  3129)  for  the  relief  of  Natividade 
Agrela  Dos  Santos,  which  was,  in  line  8, 
strike  out  all  after  “that”  down  through 
and  including  “act”  in  line  10,  and  insert 
“the  natural  parent  of  the  beneficiary 
shall  not,  by  virtue  of  such  parentage, 
be  accorded  any  right,  status,  or  privi¬ 
lege  under  the  Immigration  and  Na¬ 
tionality  Act.” 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  the  Senate  passed  S.  3007  and  S. 
3129  on  May  1  and  May  21,  1958,  re¬ 


Senate  the  amendment  of  the  House  to 
3060. 

i  PRESIDING  OFFICER  laid  before 
the  S'taiate  the  amendment  of  the  House 
of  Representatives  to  the  bill  (S.  3060) 
for  the  Relief  of  Romulo  A.  Manriquez, 
which  was,  in  line  6,  to  strike  out  “Au¬ 
gust  29,  1954,”  and  insert  “the  date  of  the 
enactment  uf  this  act.”  ^  > 

Mr.  JOHNSON  of  Texas.  Mr.  Presi¬ 
dent,  on  May  2\  1958,  the  Senate  passed 
S.  3060,  to  grant\he  status  of  permanent 
residence  in  the 'United  States  to  the 
beneficiary  as  of  Arigust  29,  1954,  the 
date  of  his  last  entry  to  the  United 
States.  On  July  8,\l958,  the  House 
passed  S.  3060,  io  grata  the  status  of 
permanent  residence  to\he  beneficiary 
as  of  the  date  of  the  enactment  of  the 
act.  There  were  unusual  m\d  outstand¬ 
ing  equities  in  this  case  which  the  Sen- 


■  fcW  v  .  i 
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11.  APPROPRIATIONS.  Received  the  conference  report  on  H.  R.  12948,  the  D.  C. 

\  appropriation  bill  for  1959  (H.  Rept.  2325),  pp.  14321-22 

12.  SMALL  BUSINESS.  Conferees  were  appointed  on- S .  365 1 ,  t o  make  equity  capital 

and  long-term  credit  more  readily  available  to  small  business.  Senate  con¬ 
ferees  have  not  been  appointed,  p.  14326 

13.  AREA  REDEVELOPMENT,  Rep.  Siler  urged  enactment  of  S.  3683,  to  provide  Federal 
aid  toS^conomically  depressed  areas,  pp.  14326-27 

SENATE 

14.  APPRO PRIATIONSu  Agreed  to  the  conference  report  on  H.  R.  11574,  the  independent 

offices  appropriation  bill  for  1959*  agreed  to  certain  House  amendments,  and 
voted,  44  to  39\  to  recede  from  an  item  in  disagreement  trf  include  $589 
million  for  the  C^ri.1  Service  Retirement  and  Disability  yFund,  Sen.  Sparkman 
spoke  against  the  elimination  of  $100,000  for  HHFA  farjri  housing  research,  and 
Sens.  Saltonstall  anWMagnuson  stated  they  would  consider  the  matter  next  Jan. 
in  the  supplemental  oKregular  independent  offices  appropriation  bill  (pp. 
14246-7)  .  This  bill  wild  now  be  sent  to  the  President,  pp.  14243-56 

Passed,  71  to  0,  with 'amendment  H.  R.  12738,  the  Defense  Department  Appro¬ 
priation  bill  for  1959,  ami  conferees  were  appointed  (pp.  14258-9,  14261-87). 
Agreed  to  an  amendment,  appfying  generally  to 'Government  departments  and 
agencies,  to  require  reports  bp  Congress  irywriting,  following  the  close  of 
each  calendar  quarter,  of  the  fbqount  of  eadh  budgetary  reserve  in  effect  at  the 
end  of  such  quarter  and  the  purpose  for  ynich  each  such  reserve  was  established 
This  was  a  modification,  proposed  qy  Sen.  Hayden,  of  a  committee  amendment  that 
had  been  reported  on  this  subject  (pp,/  14264-5)  . 

Passed  without  amendment  H.  J.  ResV  672,  to  make  temporary  appropriations 
until  Aug.  31,  1958,  to  various  agencies  until  their  regular  1959  appropria¬ 
tion  bills  are  enacted.  This  measure  will  now  be  sent  to  the  President, 
p.  14191 

15.  TRANSPORTATION.  Both  Houses  Agreed  to  the  conference  report  on  S.  3778,  to 

strengthen  the  national  transportation  system.X  This  bill  will  now  be  sent  to 
the  President,  pp.  14205^8,  14326 

)  / 

16.  AGRICULTURE  AND  FORESTRY  COMMITTEE  ordered  reported  \he  following  bills: 

Without  amendments 

H.  R.  6542,  t'o  authorize  the  conveyance  of  certain  forest  lands  to 
Dayton,  Wyo.; 

H.  R.  11800,  to  authorize  the  Secretary  to  sell  a  tlsact  of  land  and 
buildings  thereon  under  the  jurisdiction  of  ARS  to  vClifton,  N.  J. ; 

S.  3335,  to  improve  the  insured  loan  program  of  FHA; 

R^/12224,  to  prohibit  the  creation  of  an  acreage  hisfqry  on  peanuts 
Eter  1957  by  those  growing  peanuts  without  an  acreage  x>al lotment ; 

H./R.  12840,  to  provide  a  single  acreage  allotment  for Va.  Vun-cured  and 
Va.  fire-cured  tobaccos  if  farmers  vote  approval  in  a  referendum; 

S.  4151,  to  establish  uniform  provisions  for  the  transfer  of  acreage 
allotments  when  the  landowner  is  displaced  by  an  agency  having  the 
right  of  eminent  domain;  \ 

S.  3858,  to  authorize  CCC  to  purchase  flour  and  commeal  for  donation 
instead  of  having  such  products  processed  from  its  own  stocks;  and 
H.  Con.  Res.  295,  endorsing  plans  of  a  non- government  group  to  establish 
a  Hall  of  Fame  for  Agriculture. 
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With  amendment: 

S.  2142,  to  amend  the  Agricultural  Marketing  Agreement  Act  so  as  to 
tend  restrictions  on  certain  citrus  fruits: 

S.  Res.  344,  to  authorize  the  committee  to  study  marketing  practice  re* 
lating  to  loose  and  tied  tobacco;  and 
H.  R.  12126,  to  extend  to  wild  animals  the  same  prohibition  against 
entry  into  the  U.  S.  as  domestic  animals  from  any  country  where 
rinderpest  or  foot-and-mouth  disease  exists; 
riginal  bill  to  extend  the  Mexican  farm  labor  program  for/one  year. 
p\  D758 


An 


17.  WATERSHED  PROJECTS.  The  Agriculture  and  Forestry  Committee  approved  the  follow¬ 
ing  watershed  projects:  Adobe  Creek,  Buena  Vista  Creek,  and  Central  Sonoma, 
Calif.;  Upper  tlanticoke  River,  Del.;  Donaldson  Creek,  Ky A  Mud  Creek,  Nebr.; 
Peavine  Mountain*  Nev. ;  Indian  Creek,  Tenn.  and  Miss.;  yknd  Cook  Creek,  Wis. 
pp.  D758-9 


18.  FORESTRY.  Conferees  'yere  appointed  on  S,  3051,  to 
or  Federal  acquisition^ of  that  part  of  the  Klama 
must  be  sold.  House  conferees  have  not  been  appointed. 


ovide  for  either  private 
Indian  forest  lands  which  ,J 
14257-8  U 


pp. 


19.  RESEARCH.  The  Government  Gyrations  Committee''  reported  with  amendments  S.  4039, 
to  authorize  the  head  of  any\Government  agency  now  making  contracts  for  re¬ 
search  to  grant  funds  for  the\support  of  puch  research  (S.  Rept.  2044). 
p.  14186 


20. 


PERSONNEL.  The  Post  Office  and  CivilyService  Committee  reported  with  amendment 
H.  R.  7710,  to  provide  for  the  lumpsum  payment  of  all  accumulated  and  accrued 
annual  leave  of  deceased  employees  (SY  Rept.  2055).  p.  14186 


21.  FISHERIES;  EXTENSION.  The  Interstate  and\Foreign  Commerce  Committee  reported 
with  amendments  S.  2973,  to  establish  a  fishery  extension  service  in  the  Fish 
and  Wildlife  Service  to  carry  out  cooper at lVp  fishery  extension  work  with  the 
States  (S.  Rept.  2063).  p.  14186 


22.  MINERALS.  The  Interior  and  Insular  Affairs  Committee  reported  with  amendment 
S.  4146,  to  provide  for  incentive  payments  to  minerals  producers  (S.  Rept. 


2057).  p.  14186 


/ 


/ 


23.  FARM  INCOME.  Sen,/Hruska  discussed  the  July  release  o£\USDA  "Farm  Income 

Situation,"  showing  the  Increase  in  farm  income,  and  inerted  14  statements 
based  on  USDA /Statistics  showing  the  upward  trend  in  farmSincome  and  living 
standards,  pp.  14199-200 


24.  ELECTRIFICATION.  Sen.  Neuberger  criticized  the  alleged  bias  o£\Douglas  McKay 
as  Chairtnan  of  the  International  Joint  Commission  studying  the  position  of  the 
Federal  government  as  to  joint  actions  with  Canada  in  developing \he  Columbia 
River  Basin,  asserted  that  his  opposition  to  Federal  power  developments  made 
unsuitable  for  formulating  the  Federal  position  in  this  area,  anti  inserted 
editorial  on  the  matter,  pp.  14204-5 


hit 


25., 


3E  SLAUGHTER.  Sen.  Allott  stated  that  the  humane  slaughter  bill,  beet 
of  the  discretion  granted  the  Secretary  for  formulating  regulations,  was 
"one  of  the  best,  prime  example  of  what  legislation  should  not  be,"  . 
pp.  14190-1 


ise 
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forth  allegations  as  to  facts  which,  under 
ils  resolution,  It  would  be  the  duty  of  said 
committee  to  investigate,  the  committee 
shaU  investigate  such  charges  as  fully  as 
though  it  were  acting  upon  its  own  motion, 
unlessVafter  a  hearing  upon  such  complaint, 
the  committee  shall  find  that  the  allegations 
in  such  complaint  are  immaterial  or  untrue. 
All  hearings  before  the  committee,  and  be¬ 
fore  any  only  authorized  subcommittee 
thereof,  shallNbe  public,  and  all  orders  and 
decisions  of  the\.  committee,  and  of  any  such 
subcommittee  smdl  be  public. 

For  the  purposk  of  this  resolution,  the 
committee,  or  any  only  authorized  subcom¬ 
mittee  thereof,  is  authorized  to  hold  such 
public  hearings,  to  sit  and  act  at  such  times 
and  places  during  the  sessions,  recesses,  and 
adjourned  periods  of  the\85th  Congress,  to 
employ  such  attorneys,  exparts,  clerical,  and 
other  assistants,  to  require  \y  subpena  or 
otherwise  the  attendance  of  sgch  witnesses 
and  the  production  of  such  correspondence, 
books,  papers,  and  documents,  togdministerj* 
such  oaths,  and  to  take  such  testimony  as  it 
deems  advisable.  Subpenas  may  bek  issued 
under  the  signature  of  the  chairman  af  the 
committee  or  any  subcommittee,  or  by\any 
member  designated  by  such  chairman  apd 
may  be  served  by  any  person  designated 
any  such  chairman  or  member. 

(8)  The  committee  is  authorized  and  di¬ 
rected  to  report  promptly  any  and  all  viola- 

:ons  of  any  Federal  or  State  statutes  in 
connection  with  the  matters  and  things  men¬ 
tioned  herein  to  the  Attorney  General  of  the 
United  States  in  order  that  he  may  take  such 
official  action  as  may  be  proper. 

(9)  Every  person  who,  having  been  sum¬ 
moned  as  a  witness  by  authority  of  said 
committee  or  any  subcommittee  thereof, 
willfully  makes  default,  or  who  having  ap¬ 
peared,  refuses  to  answer  any  question  perti¬ 
nent  to  the  investigation  heretofore  author¬ 
ized,  shall  be  held  to  the  penalties  prescribed 
by  law. 

That  said  committee  is  authorized  and  di¬ 
rected  to  file  interim  reports  whenever  in  the 
judgment  of  the  majority  of  the  committee, 
or  of  a  subcommittee  conducting  portions  of 
said  investigation,  the  public  interest  will  be 
best  served  by  the  filing  of  said  interim  re¬ 
ports,  and  in  no  event  shall  the  final  report 
of  said  committee  be  filed  later  than  Janu¬ 
ary  3,  1959,  as  hereinabove  provided. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Mas¬ 
sachusetts? 

Mr.  GROSS.  Mr.  Speaker,  reserving 
le  right  to  object,  this  is  a  resolution 
that  is  offered  every  2  years;  is  that  not 
correct? 

Mr.  McCORMACK.  Yes;  that  is  cor- 
rcct 

Mr.  MARTIN.  Mr.  Speaker,  will  tj 
gentleman  yield? 

Mr.  GROSS.  I  yield. 

Mr.  MARTIN.  I  might  say  to  t h/t  gen¬ 
tleman  from  Iowa  that  this  is  thyresolu- 
tion  that  generally  comes  up  wh/n  we  are 
about  ready  to  adjourn  and  I/hope  that 
is  what  it  indicates  at  this  tinie. 

Mr.  GROSS.  Mr.  Speal^n1, 1  withdraw 
my  reservation  of  objectic 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  ger^leman  from  Mas¬ 
sachusetts? 

There  was  no  objection. 

The  SPEAKEJE  The  question  is  on 
the  resolution. 

The  resolution  was  agreed  to. 

A  motion^  reconsider  was  laid  on  the 
table. 


MAKING  EQUITY  CAPITAL  AND 
LONG-TERM  CREDIT  MORE  READ¬ 
ILY  AVAILABLE  FOR  SMALL-BUSI¬ 
NESS  CONCERNS 

Mr.  SPENCE.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from*  the 
Speaker’s  table  the  bill  (S.  3651)  to 
make  equity  capital  and  long-term 
credit  more  readily  available  for  small- 
business  concerns,  and  for  other  pur¬ 
poses,  and  agree  to  the  conference  asked 
by  the  Senate. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ken¬ 
tucky?  [After  a  pause.]  The  Chair 
hears  none  and  appoints  the  following 
conferees:  Messrs.  Spence,  Brown  of 
Georgia,  Patman,  Rains,  Kilburn,  Mc¬ 
Donough,  and  Widnall. 


is  no  time  to  place  a  greater  financial  burden 
upon  tlie  farmer  by  increasing  his  electric 
utility  bill,  regardless  of  how  small  the  in-, 
crease  may  seem  to  some  people.  / 

George,  I  want  to  reiterate  as  sincerely 
and  honestly  as  I  know  how  our  apprecia¬ 
tion  for  the  consistent  and  wholehearted 
support  you  have  always  given  the  rural 
electrification  and  Federal  power  programs. 
It  is  my  firm  conviction  that  if  it' were  not 
for  such  fearless  and  dedicated  .individuals, 
_who  are  not  afraid  to  stand  up-' on  the  floor 
of  Congress  and  be  counted,  /that  sooner  or 
later  legislation  would  be''  enacted  that 
would  cause  the  rates  of  the  REA  coopera¬ 
tives  to  be  so  high  that  only  a  very  few 
farmers  could  afford  th4  blessings  of  elec¬ 
tricity.  ' 

Any  time  you  are /a.  Jefferson  City  I  wish 
you  would  drop  by/for  a  visit. 

Sincerely  j^lurs, 

Julius  Helm, 
General  Manager. 


TRANSPORTATION  ACT  OF  1958 

Mr.  HARRIS.  Mr.  Speaker,  I  call  up 
the  conference  report  on  the  bill  (S. 
3778)  to  amend  the  Interstate  Com¬ 
merce  Act,  as  amended,  so  as  to 
trengthen  and  improve  the  national 
transportation  system*  and  for  other 
purposes,  and  ask  unanimous  consent/ 
th  a  tithe  statement  of  the  managers 
the  part  of  the  House  be  read  in  lieq/of 
the  report. 

The  Cl^rk  read  the  title  of  the  J6ill. 

The  SPEAKER.  Is  there  objection  to 
the  request\f  the  gentleman  ^fom  Ar¬ 
kansas? 

There  was  ncKobjection. 

The  Clerk  read  the  statement. 

(For  conference  xeportiand  statement, 
see  proceedings  of  tl\e  Jlouse  of  July  24, 
1958.) 

The  SPEAKER.  /the  question  is  on 
agreeing  to  the  conference  report. 

The  conference^ report  was  agreed  to. 

A  motion  to  reconsider  waylaid  on  the 
table. 

HON.  GEbRGE  H.  CHRISTOPHER 

Mr.  CANNON.  Mr.  Speaker,  in\the 
extension  of  my  remarks  on  the  Honor¬ 
able  (Seorge  H.  Christopher,  included  ft 
the/CONGREssiONAL  Record  at  page  A6671' 
oiyJuly  24,  1958,  I  inadvertently  failed 
include  the  following  letter  from  Mr. 
/Julius  Helm  of  the  Missouri  State  Rural 
Electrification  Association : 

Missouri  State  Rural 
Electrification  Association, 
Jefferson  City,  Mo.,  March  31,  1958. 
Hon.  George  H.  Christopher, 

House  Office  Building, 

Washington,  D.  C. 

Dear  George:  May  I  take  this  opportunity 
to  express  my  personal  appreciation,  and  the 
appreciation  of  all  the  REA  co-op  officials 
throughout  the  State,  for  the  wonderful 
help  you  gave  us  during  the  congressional 
committee  hearings  in  Washington  last  week. 
As  you  so  ably  pointed  out  to  the  committee 
during  your  interrogation  of  various  wit¬ 
nesses,  it  is  difficult  to  understand  why  the 
farmer,  through  no  fault  of  his  own,  has  be¬ 
come  the  victim  of  the  worst  cost-price 
squeeze  in  the  history  of  the  country  while 
practically  every  other  segment  of  the  na¬ 
tional  economy  has  been  experiencing  un¬ 
precedented  prosperity.  As  you  stated  so 
forcefully  during  the  hearings,  this  certainly 
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JTUCKY  OR  EAST  OF  SUEZ 


(MrySlLER  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  at  this 
poipt  in  the  Record.) 

Ir.  SILER.  Mr.  Speaker,  at  the  be- 
Inning  of  this  85th  Congress  I  sought 
'and  received  a  place  on  the  House  Bank¬ 
ing  and  Currency  Committee.  My  pur¬ 
pose  was  to  get  into  a  position  where 
I  could  work  with  others  on  that  com¬ 
mittee,  having  jurisdiction  over  finan¬ 
cial  aid  to  commerce  and  industry, 
toward  offering  the  House  a  piece  of 
legislation  that  would  try  to  give  assist¬ 
ance  to  the  industrially  depressed  areas 
of  our  country.  The  present  bill,  S.  3683, 
to  be  known  as  the  Area  Development 
Act  is  that  proposed  legislation  and 
many  legislators  and  technicians  have 
worked  faithfully  on  it  for  presentation 
to  this  body  whenever  the  leadership  of 
the  House  is  willing  for  this  to  be  done. 

Along  with  many  others  here  in  the 
House,  I  myself  come  from  a  depressed 
area.  Such  an  area  is  one  where  the 
levee  of  misfortune  is  so  high  that  the 
flood  tide  of  prosperity  never  spills  over 
into  its  little  valley  of  despondency.  It 
is  a  place  where  the  jam  is  never  quite 
down  on  the  lower  shelf.  It  is  a  hungry 
breadline  in  the  midst  of  a  land  flowing 
yWith  milk  and  honey.  It  is  a  woodland 
(here  the  nightingale  of  hope  does  not 
sirvg  any  more  because  the  mockingbird 
of  oespair  has  taken  over  and  filled  up 
the  air  with  all  the  dirges  of  the  doomed 
and  the  desperate.  The  rest  of  the 
country  inay  be  gloriously  riding  upon 
a  high  and  happy  crest  of  prosperity, 
yet  here  and  there  exist  a  few  little 
black  spots  where  the  word  prosperity 
is  merely  something  to  be  read  in  the 
newspapers  but  Niever  experienced  in  e 
pluribus  unum  reality. 

Now  there  is  nothing  wrong  with  the 
terrain  or  substance  ol  the  physical  land 
in  these  various  depressed  areas  of  the 
rolls  in  verdant  beauty,  abounds  in  min¬ 
eral  wealth,  rises  high  irv  magnificent 
mountain  peaks.  Yet,  paradoxically  it 
is  something  of  a  barren  desert,  that 
is  to  say,  a  desert  in  the  matter  of  em¬ 
ployment  opportunities  for  its  citizens. 
Eastern  Kentucky  lost  about  92, 00&  peo¬ 
ple  between  1950  and  1956,  or  more  wjan 
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to  ship  their  cargoes  on  vessels  of  mem¬ 
bers  of  the  conference  exclusively  and 
the  higher  of  which  is  charged  to  those 
pho  do  not. 

This  bill  would  become  effective  im- 
mShately  upon  enactment,  and  would 
continue  in  effect  only  until  June  30, 
I960.  ^This  is  interim  legislation  to  pro¬ 
vide  aVeasonable  time  for  thorough 
study  of  ^he  entire  operation  of  steam¬ 
ship  conferences  and  their  practices,  the 
first  in  44  yetw'S. 

It  is  not  ttk  intent  of  the  committee 
to  circumvent  the  recent  ruling  of  the 
Supreme  Court  ik  the  Isbrandtsen  case, 
since  the  Court  iirthat  instance  decided 
the  question  before  Kon  the  very  narrow 
grounds  on  which  itVas  brought.  The 
majority  opinion  did  not  set  aside  the 
dual-rate  system,  nor  conferences  as 
such,  but  merely  stated  tha^it  decided  as 
it  did: 

In  view  of  the  fact  that  in  'Hie  present 
case  the  dual-rate  system  was  instituted  for 
the  purpose  of  curtailing  IsbrandtsC^'s  com¬ 
petition. 

This  consideration,  moreover,  is\  par¬ 
ticularly  compelling  in  light  of  our  present 
holding.  Since,  as  we  hold,  section  14  third 
strikes  down  dual-rate  systems  only  wher 
they  are  employed  as  predatory  devices. 


fEND 


COMMi: 


CE  ON  INTERIOR  AND 
JSULAR  AFFAIRS 


The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Colo¬ 
rado? 

There  was  no  objection. 


Our  committee  simply  wants  time  to 
study  this  matter.  The  bill  would  per¬ 
mit  existing  conferences  and  dual-rate 
arrangements  to  continue  in  effect  until 
June  30,  1960.  There  are  about  60  such 
conferences.  The  recent  Supreme  Court 
decision  dealt  with  only  one  of  them. 
However,  the  decision  might  raise  ques¬ 
tions  with  respect  to  the  others  and  could 
result  in  chaos  and  confusion  in  the  in¬ 
dustry  unless  the  pending  measure  is  ap¬ 
proved.  I  urge  the  House  to  approve  the 
bill. 

Mr.  BONNER.  Mr.  Speaker,  I  offer 
an  amendment. 

The  Clerk  read  as  follows : 

Amendment  offered  by  Mr.  Bonner:  Page 
1,  line  8,  after  the  word  “on”,  strike'  out  the 
words  “the  effective  date  of  this  amend¬ 
ment”  and  in  lieu  thereof  insert  the  words 
“May  19,  1958.” 


The  amendment  was  agreed  to. 

The  bill  was  ordered  to  be  engrossed 
and  read  a  third  time,  was  read  the  thirds 
time,  and  passed,  and  a  motion  to  recon¬ 
sider  was  laid  on  the  table.  / 

House  Resolution  652  was  laid  o/f  the 
table. 


GENERAL  LEAVE  TO  El 

Mr.  BONNER.  Mr.  Spy&ker,  I  ask 
unanimous  consent  that/ all  Members 
desiring  to  do  so  may  axtend  their  re¬ 
marks  on  the  bill  just  passed. 

The  SPEAKER.  LT there  objection  to 
the  request  of  the  gpntleman  from  North 
Carolina? 

There  was  no  objection. 


Mr.  ASPINALL.  Mr.  Speaker,  I  ask 
unanicnous  consent  that  the  Committee 
on  Interior  and  Insular  Affairs  may  have 
until  midnight  tonight  to  file  a  report 
o/s.  4036. 


HOUR  OF  MEETING  TOMORROW 


The  SPEAKER.  Is  there  objection 
the  request  of  the  gentleman  from  M§ 
sachusetts? 

There  was  no  objection. 


DEPARTMENT  OF  JUSTICE  MOVING 
TO  RESOLVE  SMALL-BUSINESS 
PROBLEMS  OF  ASCAP  MEMBERS 


CAMPAIGN  EXPENDI 


IES 


(Mr.  ROOSEVELT  asked  and  was 
given  permission  to  extend  his  remarks 
at  this  point  in  the  Record.  ) 

Mr.  ROOSEVELT.  Mr.  Speaker,  dur¬ 
ing  March  and  April  of  this  year  Sub¬ 
committee  No.  5  of  the  House  Small 
Business  Committee,  of  which  I  am 
privileged  to  be  chairman,  held  a  series 
of  hearings  relating  to  the  policies  of 
the  American  Society  of  Composers, 
Authors,  and  Publishers.  During  the 
course  of  these  hearings  evidence  was 
developed  which  pointed  to  the  serious 
competitive  handicaps  under  which  the 
smaller  composers  and  publishers  wTere 
required  to  operate.  In  many  instances 
these  handicaps  appeared  to  stem  from, 
regulations  and  policies  issued  and  ai^ 
plied  by  ASCAP. 

At  the  conclusion  of  the  hearin/s  a 
complete  set  of  the  record  of  th/evi- 
mce  was  supplied  promptly  Ao  the 
Antitrust  Division,  Department  of  Jus- 
ticeVwhich  agency  had  obtained  a  de¬ 
cree  \gainst  ASCAP  during  March  of 
1950. 

The  testimony  and/ evidence  de¬ 
veloped  bV  the  subcommittee  showed 
that  the  Antitrust  ^Division  certainly 
would  be  warranted  in  studying  this 
evidence  with\he/view  in  mind  of  de¬ 
termining  whey(er  it  should  initiate 
further  correcMvX  action  in  order  to 
preserve  or  r&stor^the  ability  of  the 
smaller  composers  am^  publishers  to  re¬ 
main  in  business. 


Since  tfre  continued  existence  of  liter¬ 
ally  hundreds  of  smaller  publishers  and 
compeers  may  well  depend  upon  the 
nature  of  the  action  taken  cw  the  De- 
paj/tment,  I  feel  that  they  arKentitled 
to  know  about  any  such  action  being  un¬ 
dertaken.  For  this  reason  I  am  incased 
to  announce  that  I  have  been  givaa  to 
understand  that  the  Antitrust  Division 
is  now  negotiating  with  ASCAP  repre 
sentatives  in  an  effort  to  resolve  those' 
competitive  problems  which  were  shown 
to  exist  by  the  Subcommittee’s  hearings. 

It  is  heartening  to  learn  that  the  De¬ 
partment  of  Justice  has  moved  along 
these  lines  although  certainly  I  had 
hoped  that  final  action  could  have  been 
taken  long  before  this  date. 

It  is  my  intention  to  watch  eagerly 
the  result  of  these  negotiations  in  order 
to  learn  whether  they  will  be  successful 
in  bringing  about  a  situation  wherein 
the  smaller  members  of  the  industry  can 
survive  and  compete  with  an  acceptable 
degree  of  effectiveness. 


Mr.  McCORMACK.  Mr.  Speaker,  I 
ask  unanimous  consent  that  when  the 
House  adjourns  today  it  adjourn  to  meet 
at  11  o’clock  tomorrow. 


Mr.  McCORMACK.  MrVSpeaker,  I 
ask  unanimous  consent  for  the  present 
consideration  of  House  Resolution  656. 

The  Clerk  read  the  resolution,  as  fol¬ 
lows  : 

Resolved,  That  a  special  committee  of  five 
Members  be  appointed  by  the  Speaker  of  the 
House  of  Representatives  to  investigate  and 
report  to  the  Hou/e  not  later  than  January 
3,  1959,  with  respect  to  the  following  matters: 

(1)  The  extent  and  nature  of  expenditures 
made  by  all  c/odidates  for  the  House  of  Rep¬ 
resentatives/in  connection  with  their  cam¬ 
paign  for  ^nomination  and  election  to  such 
office. 

(2)  The  amounts  subscribed,  contributed, 
or  expended,  and  the  value  of  services  ren-' 
dered,  and  facilities  made  available  (includ¬ 
ing  personal  services,  use  of  advertising  space, 

idio  and  television  time,  office  space,  mov¬ 
ing-picture  films,  and  automobile  and  any 
other  transportation  facilities)  by  an.y  indi¬ 
vidual,  individuals,  or  group  of  individuals, - 
committee,  partnership,  corporation,  or  labor 
union,  to  or  on  behalf  of  each  such  cand^ 
date  in  connection  with  any  such  campaign 
or  for  the  purpose  of  influencing  the  votes 
cast  or  to  be  cast  at  any  convention  or  elec-' 
tion  held  in  1958  to  which  a  candidate  for 
the  House  of  Representatives  is  to  be  nom¬ 
inated  or  elected. 

(3)  The  use  of  any  other  means  or  influ¬ 
ence  (including  the  promise  or  use  of  pa¬ 
tronage)  for  the  purpose  of  aiding  or  in¬ 
fluencing  the  nomination  or  election  of  any 
such  candidates. 

(4)  The  amounts,  if  any,  raised,  contrib¬ 
uted,  and  expended  by  any  individual,  in¬ 
dividuals,  or  group  of  individuals,  commit¬ 
tee,  partnership,  corporation,  or  labor  union, 
including  any  political  committee  thereof,  in 
connection  with  any  such  election,  and  the 
amounts  received  by  any  political  committee 
from  any  corporation,  labor  union,  individ¬ 
ual,  individuals,  or  group  of  individuals, 
committee,  or  partnership. 

(5)  The  violations,  if  any,  of  the  following' 
statutes  of  the  United  States : 

(a)  The  Federal  Corrupt  Practices  Act. 

(b)  The  act  of  August  2,  1939,  as  amended, 
relating  to  pernicious  political  activities,, 
commonly  referred  to  as  the  Hatch  Act.  f 

(c)  The  provisions  of  section  304,  PublL 
Law  101,  80th  Congress,  chapter  120,  1st" 
session,  referred  to  as  the  Labor  Management 
Relations  Act,  1947. 

(d)  Any  statute  or  legislative  act  of  the 
Inited  States  or  of  the  State  within  which 

a\andidat.e  is  seeking  nomination  or  reelec-5. 
tioNto  the  House  of  Representatives,  the  vio-: 
latio\  of  which  Federal  or  State  statute,  or 
statut^,"  would  affect  the  qualification  of  a 
Members  of  the  House  of  Representatives 
within  tl\  meaning  of  article  I,  section's,  of 
the  Constinition  of  the  United  States. 

(6)  Such\other  matters  relating  to  the 
election  of  M^ibers  of  the  Hou/e  of  Repre¬ 
sentatives  in  r658,  and  the  campaigns  of 
candidates  in  connection  therewith,  as  the 
committee  deems  \o  be  of  public  interest, 
and  which  in  its  ojnnion  will  aid  the  House, 
of  Representatives  jnNenacting  remedial  leg—., 
islation,  or  in  decidingVcontests  that  may  be 
instituted  involving  thought  to  a  seat  in 
the  House  of  Representatives. 

(7)  The  committee  is  ^tfhorized  to  act 
upon  its  own  motion  and  upon  such  infor¬ 
mation  as  in  its  judgment  majnbe  reasonable 
or  reliable.  Upon  complaint  be^g  made  to 
the  committee  under  oath,  by  may  person, 
candidate,  or  political  committee^  setting 
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11.  SMALL  BUSINESS.  Conferees  agreed  to  file  a  conference  report  on  S.  3651,  to 
make  equity  capital  and  long-term  credit  more  readily  available  for  small- 
business  \concerns.  p.  D799 


12. 


13. 


EDUCATION.  Rep.  Frelinghuysen  inserted  a  statement  by  HEW  Secretary  Flemming 
favoring  H.  R.  13247,  the  national  defense  education  bill,  and  explaining 
the  provisions  of  the  bill.  p.  14925 


LEGISLATIVE  PROGRAM.  Rep.  McCormack  announced  that  the  conference  report  on 
H.  R.  13(^15,  the  military  construction  authorization  bill,  will  be  considered 
Wed. ,  Aug.  6  (p.  14925) .  Also  scheduled  for  consideration  tfie  same  day  are 
S.  4071,  theXfarm  bill.  H.  R.  11056,  to  regulate  the  Imports  of  certain 
fruits  and  nuts,  and  H.  R.  13580,  to  increase  the  public/debt  limit. 

SENATE 

14.  APPROPRIATIONS.  The  Appropriations  Committee  reported  with  amendments  H.  R. 

13192,  the  mutual  security  appropriation  bill  for" 1959  (S.  Rept.  2204) 

(p.  14773).  The  Daily  Digest  states  that  the  bill  provides  $3.5  billion, 
a  $440  million  Increase  oyer  the  House-passed  figure  (p.  D795) . 

/ 

15.  SURPLUS  DISPOSAL;  FOREIGN  TRADE.  Both  Houses  received  the  President’s  semi¬ 

annual  report  on  Public  Law  480  operation^,  Jan.  1-June  30,  1958.  pp.  14771, 
14881  (H.  Doc.  1*31) 

The  Agriculture  and  Forestry  Committee  reported  without  amendment  S.  3858, 
to  authorize  CCC  to  purchase  flout  and  cornmeal  for  donation  instead  of  being 
limited  to  having  such  products  prq#£ssed  from  its  own  stocks  (S.  Rept.  2196). 
p.  14773 

Sen.  Humphrey  discussed  health  problems  and  our  foreign  policy  in  the 
Middle  East  and  urged  the  importance  of  Using  surplus  foods  to  reduce  human 
suffering,  pp.  14845-8  /  ' 

16.  LOANS.  The  Agriculture  and/Forestry  Committee  reported  without  amendment 
S.  3333,  to  improve  the  jmsured  loan  program  of  the  FHA  (S.  Rept.  2192). 
p.  14773 

/  \  S.  1*232 

17.  FARM  LABOR.  The  Agriculture  and  Forestry  Committee  \eported  an  original  bill / 
to  extend  the  Mexican  farm  labor  program  for  1  year  c$.  Rept.  2189).  p.  14773 


18. 


add  certain  lands 
:s.  This  bill  will 


19. 


20, 


FORESTRY.  Concussed  in  the  House  amendment  of  S.  1748, 
in  Ida.  and  Wy/,  to  the  Caribou  and  Targhee  National  Fore' 
now  be  sent  bo  the  President,  p.  14819 

Sen.  Mor^e  stated  that  big  timbermen  were  attempting  to  prevent  the  use  of 
provisions^ in  the  Small  Business  Act  of  1958  which  would  help  smaller  lumber¬ 
men  by  setting  aside  timber  for  them  to  cut,  and  urged  that  the  Small  Business 
Administration  take  its  own  course,  p.  14862 

RDAD9C  Passed  H.  R.  12776,  to  revise  and  codify  the  laws  relating  to  ’’Highways 
wifn  an  amendment  substituting  the  language  of  S.  3953  as  reported  by  the 
mate  committee.  S.  3953  was  indefinitely  postponed,  pp.  14819-32 

r DESERT-LAND  ENTRIES.  Concurred  in  the  House  amendments  to  S.  359,  to  permit, 
desert  land  entries  on  disconnected  tracts  of  land  aggregating  less  than  320 
acres  and  forming  a  compact  unit, 
p.  14818 


J  V^OVbU  VJb  1UUW  w  —  —  — 

This  bill  will  now  be  sent  to  the  President 


.  4  - 


RECLAMATION.  Concurred  in  the  House  amendment  to  S.  4002,  to  authorize  the 
Grey  Reef  Dam  and  Reservoir  as  a  part  of  the  Glendo  unit  of  the  Missouri  R; 
.Basin  Project.  This  bill  will  now  be  sent  to  the  President,  p.  14818 
The  Interior  and  Insular  Affairs  Committee  reported  with  amendments 
to\authorize  the  Interior  Department  to  construct  and  operate  the  Navafco 
Irrigation  project  and  the  initial  stage  of  the  San  Juan-Chama  proje/x 
(S.  K^pt.  2198)  ;  and  S.  1887,  to  authorize  the  Interior  Departmentyxo  con¬ 
struct ''the  San  Luis  unit,  Central  Valley  Project,  Calif.,  and  toydnter  into 
an  agreement  with  the  State  to  operate  it  (S.  Rept.  2202) .  p.  J&773 


rer 


3648, 

Indian 


22.  LANDS.  The  'Agriculture  and  Forestry  Committee  reported  without  amendment 

H.  R.  6542,  bo  authorize  the  conveyance  of  certain  forest  l4nds  to  Dayton,  Wyo, 
(S.  Rept.  2194V:  and  H.  R.  11800,  to  authorize  the  sale  oc  certain  ARS  lands 
and  buildings  t\ciifton,  N.  J.  (S.  Rept.  2193).  p.  1^73 

Sen.  Morse  discussed  the  formula  requiring  payment  pot  at  least  50%  of  the 
appraised  fair  marRet  value  for  lands  to  be  transferred  to  local  agencies  for 
public  purposes,  ana\100%  if  for  private  purposes, /which  he  has  insisted  on 
since  1946,  in  connection  with  a  bill  to  dispose  pt  certain  property  in 
Roseburg,  Ore.  pp.  148517-62 


23.  HALL  OF  FAME.  The  Agricult\n:e  and  Forestry  Cjj&mittee  reported  without  amend¬ 
ment  H.  Con.  Res.  295,  favoi^ng  the  establishment  of  a  Hall  of  Fame  for  Agri¬ 
culture  (S,  Rept.  2190).  p.\4773 


24.  ACREAGE  ALLOTMENTS.  The  Agriculture  and  Forestry  Committee  reported  with 

amendment  S.  4151,  to  establish  uniform  provisions  for  the  transfer  of  acreage 
allotments  when  the  landowner  is  displaced  by  an  agency  having  the  right  of 
eminent  domain  (S.  Rept.  2195).  pi  14773 


25.  IMPORTS.  The  Agriculture  and  Forestry  Cdmnittee  reported  with  amendments 
S.  2142,  to  amend  the  Agricultural  Marketing  Agreement  Act  so  as  to  extend 
restrictions  on  the  importation  of  certain Ncitrus  fruits  and  figs,  (S.  Rept. 
2191).  p.  14773 


26.  PURCHASING.  The  Governpfent  Operations  Committee\reported  with  amendments 

S.  3224,  to  assist  small  business  firms  to  obtain\a  fair  share  of  Government 
purchases  and  contracts  and  to  expedite  Government 'procurement  (S.  Rept. 
2201) .  p.  14773 


27.  FISHERIES.  The /Interstate  and  Foreign  Cotranerce  Committee  ordered  reported 
with  an  amendjfent  in  the  nature  of  a  substitute  bill,  S. ^3229,  the  proposed 
Federal  Fisheries  Assistance  Act  of  1958.  p.  D796 


28.  FEDERAL- SJPATE  RELATIONS.  The  Judiciary  Committee  ordered  reported  with  amend¬ 
ment  Sy/337,  to  establish  rules  of  Interpretation  governing  questions  of  the 
of  acts  of  Congress  on  State  laws.  p.  D796 


effect 


DEFENSE  PRODUCTION.  S.  4162,  to  provide  for  the  cancellation  of  certain 

icollectible  loans  and  operating  losses  under  Title  III  of  the  Defence  Pro¬ 
duction  Act,  was  made  the  unfinished  business,  p.  14817 


ELECTRIFICATION.  Sen.  Humphrey  inserted  an  article  by  the  manager  of  the  teolo. 
Rural  Electric  Association  urging  greater  independence  of  the  REA  administrator 
from  USDA  control,  pp.  14839-40 
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The  SPEAKER.  Is  there  objection 
to  the  present  consideration  of  the  bill? 
There  being  no  objection,  the  Clerk 
ead  the  bill,  as  follows: 
ie  it  enacted,  etc.,  That  the  Clerk  of  the 
Houee  of  Representatives  is  authorized  and 
directed  to  procure  and  furnish — 

(1) \o  each  Representative  and  Delegate 
and  thevResident  Commissioner  of  Puerto 
Rico,  upoV  request  by  such  person,  United 
states  ainNil  and  special  delivery  postage 
stamps  in  aV  amount  not  exceeding  $400, 
for  the  1st  session  of  the  86th  Congress 
and  for  each  succeeding  regular  session  of 
Congress,  for  thesmailing  of  postal  matters 
arising  in  connection  with  his  official  busi¬ 
ness;  and 

(2)  to  each  standing  committee  of  the 
House  of  Representatives,  upon  request  of 
the  chairman  thereof.  United  States  airmail 
and  special  delivery  postage  stamps  in  an 
amount  not  exceeding  $24oNor  the  1st  ses¬ 
sion  of  the  86th  Congress  a  net  for  each  suc¬ 
ceeding  regular  session  of  Congress,  for 
official  business  of  each  such  committee. 

Sec.  2.  (1)  The  Speaker,  the  majority  and 
minority  leaders,  and  the  majorityVnd  mi¬ 
nority  whips  of  the  House  of  Representatives 
shall  each  be  allowed,  for  the  1st  session  of 
the  86th  Congress  and  for. each  succeeding 
regular  session  of  Congress,  United  States 
airmail  and  special  delivery  postage  stamp* 
in  an  amount  not  exceeding  $360. 

(2)  For  the  1st  session  of  the  86th  Con¬ 
gress  and  for  each  succeeding  regular  session 
of  Congress,  the  following  officers  of  the 
House  of  Representatives  shall  each  be  al¬ 
lowed  United  States  airmail  and  special  de¬ 
livery  postage  stamps  in  the  amounts  herein 
specified  as  follows;  The  Clerk  of  the  House, 
$640;  the  Sergeant  at  Arms,  $480;  the  Door¬ 
keeper,  $400;  and  the  Postmaster,  $320. 

Sec.  3.  In  addition  to  amounts  of  United 
States  airmail  and  special  delivery  postage 
stamps  made  available  by  this  act  for  the 
1st  session  of  the  86th  Congress,  each  person 
and  committee  referred  to  in  this  act  shall 
be  entitled  to  receive,  until  June  30,  1959, 
the  amount  of  such  stamps  to  which  he 
would  have  been  entitled  but  /or  the  enact¬ 
ment  of  this  act. 

Sec.  4.  Except  as  provided  in  section  3, 
amounts  of  United  States  airmail  and  special 
delivery  postage  stamps  made  available  by 
the  first  section  and  section  2  of  this  act 
shall  be  in  lieu  of,  and  not  in  addition  to 
any  .  amounts  of  such  stamps  made  avail¬ 
able  under  any  other  provisions  of  law  to 
persons  and  committees  referred  to  in  such> 
sections. 

The  bill  was  ordered  to  be  engros^d 
and  read  a  third  time,  was  read  the  third 
time,  and  passed,  and  a  motion  to  jiecon- 
sider  was  laid  on  the  table. 


THE  LATE  HONORABLE  HAROLD  K. 

CLAYPOOL 

The  SPEAKER.  The/ Chair  recog¬ 
nizes  the  gentleman  irom  Ohio  [Mr. 
Polk]  to  make  an  aruwuncement. 

Mr.  POLK.  Mr.  Speaker,  it  is  my  sad 
duty  to  inform  tha/House  of  the  death  of 
Hon.  Harold  Kj*e  Claypool,  a  former 
Member  of  the/House  who  passed  away 
at  his  home/in  Chillicothe,  Ohio,  on 
August  2,  iatf8,  of  a  heart  attack. 

Mr.  Claypool  represented  the  old  11th 
District  sn.  Ohio  as  a  Democratic  Rep¬ 
resenting  in  the  75th,  76th,  and  77th 
Congresses  from  January  3,  1937,  to  Jan¬ 
uary/3,  1943. 

fe  was  a  worthy  son  of  a  great  father, 
is  father,  Hon.  Horatio  Clifford  Clay- 
d1,  had  served  as  a  Democratic  Repre¬ 
sentative  from  Ohio  in  the  62d,  63d,  and 


65th  Congresses.  Also  a  cousin  of  Mr. 
Claypool’s  father,  Hon.  John  Barney 
Peterson,  of  Crown  Point,  Ind.,  served  in 
Congress  as  a  Democratic  Representative 
in  the  63  d  Congress. 

During  the  75th  Congress,  Mr.  Clay¬ 
pool  served  on  the  Committees  on  Im¬ 
migration  and  Naturalization,  Mines 
and  Mining,  and  World  War  Veterans’ 
Legislation. 

In  the  76th  and  77th  Congresses  he 
held  membership  on  the  Committees  on 
Expenditures  in  Executive  Departments, 
Flood  Control,  Mines  and  Mining,  and 
World  War  Veterans’  Legislation. 

He  was  most  conscientious  in  attend¬ 
ing  to  the  congressional  work  of  his  dis¬ 
trict.  It  was  my  privilege  to  know  Mr. 
and  Mrs.  Claypool  rather  intimately 
during  the  75th  and  76th  Congresses. 
Our  districts  joined  and  his  home  at 
Chillicothe  was  only  40  miles  east  of  my 
home  at  Highland,  Ohio.  We  lived  at 
the  same  apartment  hotel  here  in  Wash¬ 
ington  during  the  time  Congress  was  in , 
session  and  often  drove  back  to  Ohig 
together  in  attending  to  the  public  bu§ 
ness  of  our  districts. 

In  1951,  when  the  Ohio  General  As¬ 
sembly  gerrymandered  the  Stator  Ross 
>unty  was  made  a  part  of  the  sixth 
cdlagTessional  district,  and  tha/Claypool 
family  became  my  constituents.  I  have 
neveXknown  a  finer,  kinder,  Christian 
gentleman  than  Harold  Olaypool.  One 
of  his  most  outstanding^  characteristics 
was  his  innate  cheerfur and  happy  atti¬ 
tude  towarck life.  Nymatter  how  diffi¬ 
cult  or  annoying  or  troublesome  were 
the  times  or\  c/rcumstances,  Harold 
Claypool  alwaysiriad  a  smile  for  every¬ 
one.  To  his  /Trhmds  he  was  always 
known  as  Happy  Olaypool.  Of  him  it 
can  well  beyaid  thatNno  one  more  com¬ 
pletely  exemplified  tne  thought  con¬ 
tained  in/ the  World  War  I  song  “Pack 
Up  Your  Troubles  in  You*;  Old  Kit  Bag 
and  Smile,  Smile,  Smile.” 

\  Claypool  was  born  at  ^ainbridge, 
Ro6s  County,  Ohio,  June  2,  f886.  He 
ttended  the  public  schools  and  Ohio 
>tate  University.  Before  comn^g  to 
Congress  he  was  engaged  in  the  publish¬ 
ing  business  at  Columbus,  Ohio,  and  lor 
many  years  published  the  Hunter  am? 
Trader  magazine.  After  leaving  Con-N 
gress  in  1943  he  resumed  his  former 
business  pursuits. 

In  1944  he  was  appointed  United 
States  marshal  for  the  southern  district 
of  Ohio  and  held  this  position  until  1953. 

Mr.  Claypool  was  one  of  the  best 
known  and  most  highly  respected  men 
in  all  of  southern  Ohio. 

His  unexpected  and  untimely  passing 
has  come  as  a  great  shock  to  his  legion 
of  friends  and  associates. 

Mr.  Claypool  leaves  his  wife,  Mrs. 
Frances,  Claypool;  his  mother,  '  Trs. 
Elizabeth  Kile  Claypool ;  a  brother,  Gar¬ 
rett  S.  Claypool;  and  two  grandchildren. 
Mrs.  Polk  and  I  feel  we  have  lost  a  good 
and  true  friend;  an  old  friend  whose 
place  cannot  be  filled.  To  his  charming 
and  lovely  Wife  and  to  his  entire  family 
we  extend  our  deepest  and  most  heart¬ 
felt  sympathy  in  this  great  bereavement. 

Mr.  Speaker,  I  ask  unanimous  con¬ 
sent  that  all  Members  may  have  the 
privilege,  of  extending  their  remarks  on 
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the  life  and  character  of  HaroL 
Claypool.  I  know  that  many  of  thj 
er  Members  remember  him  well.  / 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Ohio? 

There  was  no  objection. 

Mr.  RAYBURN.  Mr.  Speaker,  I  am 
grieved  to  learn  of  they  passing  of  the 
man  we  knew  as  “Happy”  Claypool.  He 
was  popular  and  lov/d  in  the  House  of 
Representatives.  He  was  a  man  of  high 
character  and  gbod  principles.  He 
served  well  his  d4y  and  generation. 

To  all  his  loved  ones  I  convey  my 
deepest  sympathy. 

WAIVING  CERTAIN  PROVISIONS  OF 
THE/IMMIGRATION  AND  NATION¬ 
ALITY  ACT 

fr.  WALTER.  Mr.  Speaker,  I  ask 
unanimous  consent  to  take  from  the 
Speaker’s  desk  the  resolution  (H.  J.  Res. 
’611)  to  waive  certain  provisions  of  sec¬ 
tion  212  (a)  of  the  Immigration  and 
Nationality  Act  in  behalf  of  certain 
aliens,  with  Senate  amendments  there¬ 
to,  and  concur  in  the  Senate  amend¬ 
ments. 

The  Clerk  read  the  title  of  the  joint 
resolution. 

The  Clerk  read  the  Senate  amend¬ 
ments,  as  follows; 

Page  I,  line  4,  after  “act”  insert  “Patrick 
Brendan  Cox.” 

Page  2,  strike  out  lines  1  to  8,  inclusive. 

Page  2,  strike  out  all  after  line  8  over 
to  and  including  line  9  on  page  3. 

Page  3,  strike  out  lines  10  to  24,  inclusive. 

Page  3,  after  line  24,  insert: 

“Sec.  2.  Notwithstanding  the  provision  of 
section  212  (a)  (6)  of  the  Immigration  and 
Nationality  Act,  Domenica  Buttaro  may  be 
issued  a  visa  and  be  admitted  to  the  United 
States  for  permanent  residence  if  she  is 
found  to  be  otherwise  admissible  under  the 
provisions  of  that  act,  under  such  condi¬ 
tions  and  controls  which  the  Attorney  Gen¬ 
eral,  after  consultation  with  the  Surgeon 
General  of  the  United  States  Public  Health 
Service,  Department  of  Health,  Education, 
and  Welfare,  may  deem  necessary  to  impose : 
Provided,  That  unless  the  beneficiary  is  en¬ 
titled  to  medical  care  under  the  Depend¬ 
ents’  Medical  Care  Act  (70  Stat.  250),  a 
suitable  and  proper  bond  or  undertaking, 
approved  by  the  Attorney  General,  be  de- 
josited  as  prescribed  by  section  213  of  the 
imigration  and  Nationality  Act.” 

>age  4,  line  1,  strike  out  “4”  and  insert 
“3.N 

Pa§y  4,  line  6,  strike  out  “5”  and  insert 
“4.” 

The  siSE AKER .  Is  there  objection  to 
the  request  of  the  gentleman  from 
Pennsylvania? 

There  was\o  objection. 

The  Senate \mendments  were  con¬ 
curred  in. 

A  motion  to  reconsider  was  laid  on 
the  table. 

ADMISSION  OF  CERTAIN  ALIENS 

Mr.  WALTER.  Mr.  Shaker,  I  ask 
unanimous  consent  to  takfe  from  the 
Speaker’s  desk  the  joint  resolution  (H.  J. 
Res.  610)  to  facilitate  the  admission  into 
the  United  States  of  certain  aliens,  with 
Senate  amendments  thereto,  and  doncur 


in  the  Senate  amendments. 


\ 
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le  Clerk  read  the  title  of  the  joint 
resdhition. 

Tins’  Clerk  read  the  Senate  amend- 
mentsNas  follows: 

Page  2  Rafter  line  7,  insert: 

“Sec.  4.  For  the  purposes  of  sections  203 
(a)  (3)  aiui,  205  of  the  Immigration  and 

Nationality  Abt,  the  minor  child,  Chan  Yak 
Shing,  shall  hX  held  and  considered  to  be 
the  natural-bon\alien  child  of  Peter  Chin, 
also  known  as  Chan  Jung  Dot,  a  lawful 
permanent  residenr\of  the  United  States.” 

Page  2,  line  8,  stride  out  “4”  and  insert 
“5.” 

The  Senate  amendments  were  con¬ 
curred  in. 

A  motion  to  reconsider  \as  laid  on  the 
table. 

MINERAL  LEASING  AcXoF 
FEBRUARY  25,  1920 

Mr.  ASPINALL  submitted  the  f dhow- 
in  g  conference  report  and  statemenVon 
the  bill  (S.  2069)  to  amend  section  27N?f 
the  Mineral  Leasing  Act  of  February  2„* 
1920,  as  amended,  in  order  to  promote\ 
the  development  of  coal  on  the  public 
domain. 

Conference  Report  (H.  Rept.  No.  2477) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  House  to  the  bill  (S.  2069) 
to  amend  section  27  of  the  Mineral  Leasing 
Act  of  February  25,  1920,  as  amended,  in 
order  to  promote  the  development  of  coal  on 
the  public  domain,  having  met,  after  full  and 
free  conference,  have  agreed  to  recommend 
and  do  recommend  to  their  respective  Houses 
as  follows: 

That  the  Senate  recede  from  its  disagree¬ 
ment  to  the  amendment  of  the  House  to  the 
text  of  the  bill,  and  agree  to  the  same  with 
an  amendment  as  follows:  In  lieu  of  the 
matter  inserted  by  the  House  amendment 
insert  the  following:  “That  section  27  of 
the  Act  of  February  25,  1920,  as  amended 
(41  Stat.  448,  30  U.  S.  C.  184),  is  further 
amended  by  deleting  from  the  first  sentence 
thereof  the  words  ‘coal  or’  and  ‘for  each  of 
said  minerals’  and  by  inserting  at  the  begin¬ 
ning  of  said  section  the  following: 

“  ‘No  person,  association,  or  corporation,  ex¬ 
cept  as  herein  provided,  shall  take  or  hold 
coal  leases  or  permits  during  the  life  of  such 
lease  in  any  one  State  exceeding  an  aggre¬ 
gate  of  ten  thousand  two  hundred  and  forty 
acres:  Provided,  That  a  person,  association 
or  corporation  may  apply  for  coal  leases  or 
permits  for  acreage  in  addition  to  said  teny 
thousand  two  hundred  and  forty  acre* 
which  application  or  applications  shall  be^m 
multiples  of  forty  acres,  not  exceeding  a 
total  of  five  thousand  one  hundred  Plenty 
additional  acres  in  such  State,  and  slynl  con¬ 
tain  a  statement  that  the  granLfig  of  a 
lease  for  such  additional  lands  isf  necessary 
for  the  person,  association,  or  /corporation 
to  carry  on  business  economically  and  is  in 
the  public  interest.  On  thar  filing  of  said 
application,  the  coal  deposits  in  such  lands 
covered  thereby  shall  bar  temporarily  set 
aside  and  withdrawn  from  all  forms  of  dis¬ 
posal  under  this  Act.  .The  Secretary  of  the 
Interior  shall,  after  Jtosting  notice  of  the 
pending  applicatioiyfn  the  local  land  office, 
conduct  public  headings  on  said  application 
or  applications  for  additional  acreage.  After 
such  public  hirings,  to  such  extent  as  he 
finds  to  be  iiythe  public  interest  and  neces¬ 
sary  for  the  applicant  in  order  to  carry 
on  business  economically,  the  Secretary  of 
the  Interior  may,  under  such  regulations  as 
he  maw  prescribe,  permit  such  person,  asso¬ 
ciation:'*  or  corporation  to  take  or  hold  coal 
leased  or  permits  for  an  additional  aggregate 
acreage  of  not  more  than  five  thousand  one 


hundred  and  twenty  acres  in  such  State. 
The  Secretary  may,  in  his  own  discretion  or 
whenever  sufficient  public  interest  is  mani¬ 
fested, ireevaluate  the  lessee's  or  permittee’s 
need  for  all  or  any  part  of  the  additional 
acreage.  The  Secretary  may  cancel  the  lease 
or  leases  and  permit  or  permits  covering  all 
or  any  part  of  the  additional  acreage,  if  he 
finds  that  such  cancellation  is  in  the  public 
interest  or  that  the  coal  deposits  in  the  ad¬ 
ditional  acreage  are  no  longer  necessary  for 
the  lessee  or  permittee  to  carry  on  business 
economically  or  if  the  lessee  or  permittee 
has  divested  himself  of  all  or  any  part  of 
the  original  ten  thousand  two  hundred  and 
forty  acres  or  no  longer  has  facilities  which 
in  the  Secretary’s  opinion  enable  him  to  ex¬ 
ploit  the  deposits  under  lease  or  permit.  No 
assignment,  transfer,  or  sale  of  any  part  of 
the  additional  acreage  may  be  made  without 
the  approval  of  the  Secretary.’  ” 

And  the  House  agree  to  the  same. 

That  the  Senate  recede  from  its  disagree¬ 
ment  to  the  amendment  of  the  House  to  the 
title  of  the  bill,  and  agree  to  the  same. 

Wayne  N.  Aspinall, 

Walter  Rogers, 

Keith  Thomson, 

Managers  on  the  Part  of  the  House. 
Joseph  0.  O’Mahoney, 

John  A.  Carroll, 

Frank  A.  Barrett, 

Managers  on  the  Part  of  the  Senate. 

Statement 

The  managers  on  the  part  of  the  House 
at  the  conference  on  the  disagreeiiyf  votes 
of  the  two  Houses  on  the  amendment  of  the 
House  to  the  ball  (S.  2069)  to  ame^d  section 
27  of  the  Mineral  Leasing  Act  of  Bfebruary  25, 
1920,  as  amended,  in  order  to ypromote  the 
development  of  coal  on  the  affiblic  domain, 
submit  the  following  statement  in  explana¬ 
tion  of  the  effect  of  tnfc  language  agreed  upon 
and  recommended  i  r\jfne  accompanying 
conference  report: 

The  principal  purpose  oYS.  2069  is  to  in¬ 
crease  from  5,120  aores  to  \  0,240  acres  the 
lands  which  any  iaUividual  person,  associa¬ 
tion,  or  corporation  may'  hold  \nder  Federal 
coal  leases  or  parmits  within  any  one  State. 
Provision  wa^ilso  made  in  theMnll  as  it 
passed  the  Saffiate  for  increasing  tine  limita¬ 
tion  by  noir  more  than  5,120  acres  indi¬ 
vidual  c^es  if,  after  public  hearing  the 
Secretanf  of  the  Interior  found  this  to  Be  in 
the  rafiblic  interest  and  necessary  \pr 
econoftiical  operation  of  the  applicant 
busjiness. 

le  House  amended  this  latter  provision  to 
[low  a  revocable  withdrawal  of  the  extra 
'area  until  such  time  as  the  applicant  had 
an  immediate  need  for  it  in  his  business 
and  for  a  lease  or  permit  at  that  time. 

The  managers  on  the  part  of  the  House 
and  the  Senate  have  agreed  to  a  third  ver¬ 
sion  which  embodies  the  desirable  features 
of  the  House  and  the  Senate  provisions. 
The  conference  recommendation  calls  for  a 
temporary  withdrawal  of  the  extra  lands 
followed  by  a  public  hearing  to  determine 
whether  a  lease  or  permit  would  be  in  the 
public  interest  and  is  necessary  for  the  ap¬ 
plicant’s  business.  If  these  criteria  are  met, 
leases  or  permits  may  be  issued,  subject  to 
cancellation  upon  a  finding  that  such  is  in 
the  public  interest  or  that  the  extra  acreage 
is  not  required  for  the  lessee’s  or  permittee’s 
business,  that  the  lessee  or  permittee  has 
divested  himself  of  any  of  his  base  lands,  or 
that  his  facilities  are  no  longer  such  that  he 
could  exploit  the  leased  deposits.  The  con¬ 
ference  version  also  provides  that  the  addi¬ 
tional  acreage  may  not  be  transferred  with¬ 
out  approval  of  the  Secretary. 

The  conferees  have  also  agreed  to  deletion 
of  section  2  of  the  Senate-passed  version  of 
the  bill.  This  section  repealed  subsection  2 
(c)  of  the  act  of  February  25,  1920,  as 


amended,  limiting  the  coal  permits  and 
leases  which  railroads  may  hold. 

j  Wayne  N.  Aspinall, 

Walter  Rogers, 

Keith  Thomson, 

Managers  on  the  Part  of  the  HovYe. 


CORRECTION  OF  THE  REOORD 

Mr.  O’HARA  of  Illinois.  Mjr  Speaker, 
I  ask  unanimous  consent  that  the  per¬ 
manent  Record  be  corrected  as  follows: 

The  remarks  of  the  amtleman  from 
Illinois  on  H.  R.  1287(Verroneously  ap¬ 
pear  in  the  debate  oxyTI.  R.  13580.  For 
the  permanent  Recqjto,  I  ask  unanimous 
consent  to  correct  ttnis  unfortunate  mix- 
up  by  transposing  my  remarks  as  they 
now  appear  on/page  14906  of  the  Con¬ 
gressional  Ri^ord  of  August  5,  1958,  to 
follow  the  remarks  from  my  colleague 
of  Illinois  jfiJLv.  Mack]  on  page  14882  of 
the  Congressional  Record  of  that  date. 

The  SPEAKER.  Without  objection,  it 
is  so  o/aered. 

Tl>ere  was  no  objection. 

CORRECTION  OF  THE  RECORD 

Mr.  GATHINGS.  Mr.  Speaker,  I  ask 
unanimous  consent  that  the  permanent 
Record  be  corrected  as  follows:  Under 
date  of  August  4,  at  page  14711,  in  the 
first  column,  paragraph  6,.  strike  out  the 
word  “then”  on  page  14711  of  Record 
of  August  4,  1958,  first  column,  at  the 
end  of  third  paragraph  from  bottom  of 
the  column,  add  a  period  after  the  word 
“higher”,  capitalize  the  “I”  in  the  word 
“in”,  ddlete  the  period  after  “1961”  and 
make  a/small  “t”  in  the  word  “the.” 

The  SPEAKER.  Without  objection,  it 
is  so  ordered. 

There  was  no  objection. 

/  ’  .  )  ■ 

'  ■  ■■  "■  •  ■  — . 

SMALL  BUSINESS 

Mr.  BROWN  of  Georgia.  Mr.  Speaker, 
I  ask  unanimous  consent  that  the  man¬ 
agers  on  the  part  of  the  House  may  have 
until  midnight  tonight  to  file  a  confer¬ 
ence  report  and  statement  on  the  bill  (S. 
3651)  to  make  equity  capital  and  long¬ 
term  credit  more  readily  available  for 
small  business  concerns,  and  for  other 
purposes. 

The  SPEAKFR.  Is  there  objection  to 
the  request  of  the  gentleman  from  Geor¬ 
gia? 

There  was  no  objection. 

The  conference  report  and  statement 
follow: 

Conference  Report  (H.  Rept.  No.  2492) 

The  committee  of  conference  on  the  dis¬ 
agreeing  votes  of  the  two  Houses  on  the 
amendments  of  the  House  to  the  bill  (S. 
3651)  to  make  equity  capital  and  long-term 
credit  more  readily  available  for  small-busi¬ 
ness  concerns,  and  for  other  purposes,  having 
met,  after  full  and  free  conference,  have 
agreed  to  recommend  and  do  recommend  to 
their  respective  Houses  as  follows: 

That  the  House  recede  from  its  amend¬ 
ments  numbered  12,  14,  16,  23,  24,  26,  27,  28, 
33,  34,  35,  36,  37,  40,  41,  42,  43,  44,  and  45. 

That  the  Senate  recede  from  its  disagree¬ 
ment  to  the  amendments  of  the  House  num¬ 
bered  1,  3,  5,  6,  7,  8,  9,  10,  11,  17,  18,  19,  20, 
21,  22,  29,  30,  31,  and  32,  and  agree  to  the 
same. 

Amendment  numbered  2 :  That  the  Senate 
recede  from  its  disagreement  to  the  amend- 
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ment  of  the  House  numbered  2  and  agree  to 
the  same  with  an  amendment  as  follows: 
In  the  matter  proposed  to  be  inserted  by  the 
House  amendment,  strike  out  “Sec.  602. 
Transfer  of  funds”  and  insert  “Sec.  602. 
Fund  for  management  counseling”;  and  the 
House  agree  to  the  same. 

Amendment  numbered  4:  That  the  Senate 
recede  from  its  disagreement  to  the  amend¬ 
ment  of  the  House  numbered  4,  and  agree  to 
the  same  with  an  amendment  as  follows: 
In  lieu  of  the  matter  proposed  to  be  inserted 
by  the  House  amendment  insert  the  follow¬ 
ing  :  . 

/‘(3)  the  terms  'small-business  investment 
company’  and  ‘company’  mean  a  small-busi¬ 
ness  investment  company  organized  as  pro¬ 
vided  in  title  III,  including  (except  for  pur/ 
poses  of  section  301  and  section  308  (f))  a 
State-chartered  investment  company  which 
has  obtained  the  approval  of  the  Adminis¬ 
trator  to  operate  under  the  provisions  of  this 
Act  as  provided  in  section  309  and  a  com¬ 
pany  converted  into  a  small-business  invest¬ 
ment  company  under  section  401  of  this 
Act.” 

And  the  House  agree  to  the  same. 

Amendment  numbered  13:  That  the  Sen¬ 
ate  recede  from  its  disagreement  to  the 
amendment  of  the  House  numbered  13,  and 
agree  to  the  same  with  an  amendment  as 
follows:  In  lieu  of  the  matter  proposed  to 
be  inserted  by  the  House  amendment  insert 
the  following: 

“Sec.  301.  (a)  Small  business  investment 
companies  may  be  formed  for  the  purpose  of 
operating  under  this  Act  by  any  number  of 
persons,  not  less  than  10,  who  shall  sub¬ 
scribe  to  the  articles  of  incorporation  of  any 
such  company:  Provided,  That  no  such 
company  shall  be  chartered  by  the  Admin¬ 
istration  under  this  section  in  any  State 
unless  the  Administration  determines  that 
investment  companies  cannot  be  chartered 
under  the  laws  of  such  State  and  operate  in 
accordance  with  the  purpose  of  this  Act: 
Provided  further,  That  no  such  company 
shall  be  chartered  by  the  Administration 
under  this  section  after  June  30,  1961.” 

And  the  House  agree  to  the  same. 

Amendment  numbered  15:  That  the  Sen¬ 
ate  recede  from  its  disagreement  to  the 
amendment  of  the  House  numbered  15,  and 
agree  to  the  same  with  an  amendment  as 
follows:  Omit  the  matter  proposed  to  be 
inserted  by  the  House  amendment,  restore 
the  matter  proposed  to  be  stricken  out  by 
the  House  amendment,  and  on  page  9,  line 
3,  of  the  Senate  engrossed  bill,  strike  out 
“309  (f)”  and  insert  “308  (f)”;  and  the 
House  agree  to  the  same. 

Amendment  numbered  25:  That  the  Sen¬ 
ate  recede  from  its  disagreement  to  the 
amendment  of  the  House  numbered  25.  and 
agree  to  the  same  with  an  amendment  as 
follows:  Restore  the  matter  proposed  to  be 
stricken  out  by  -the  House  amendment,  and 
on  page  20  of  the  Senate  engrossed  bill 
strike  out  the  sentence  beginning  in  line 
12  and  insert  the  following:  “Such  approval 
shall  be  given  with  due  regard  to  the  factors 
specified  in  section  301  (c)  with  respect  to 
organization  of  small  business  investment 
companies.”;  and  the  House  agree  to  the 
same. 

Amendment  numbered  38:  That  the  Sen¬ 
ate  recede  from  its  disagreement  to  the 
amendment  of  the  House  numbered  38,  and 
agree  to  the  same  with  an  amendment  as 
follows:  Omit  the  matter  proposed  to  be 
inserted  by  the  House  amendment,  restore 
the  matter  proposed  to  be  stricken  out  by 
the  House  amendment,  and  on  page  25,  line 
10,  of  the  Senate  engrossed  bill  strike  out 
“section  207  (c)  of  the  Small  Business  Act 
of  1953”  and  insert  “section  7  (d)  of  the 
Small  Business  Act”;  and  the  House  agree 
to  the  same. 

Amendment  numbered  39:  That  the  Sen¬ 
ate  recede  from  its  disagreement  to  the 
amendment  of  the  House  numbered  39,  and 


agree  to  the  same  with  an  amendment  as 
follows:  Restore  the  matter  proposed  to  be 
stricken  out  by  the  House  amendment,  and 
(1)  on  page  25,  line  14,  of  the  Senate  en¬ 
grossed  bill,  strike  out  “Section  207  of  the 
Small  Business  Act  of  1953”  and  insert  “Sec¬ 
tion  7  of  the  Small  Business  Act”;  (2)  on 
page  25,  line  17,  of  the  Senate  engrossed  bill, 
strike  out' “(c)”  and  insert  “(d)”;  (3)  on 
page  25,  line  21,  of  the  Senate  engrossed 
bill,  strike  out  “agricultural”  and  insert 
“agriculture  for’’;  (4)  on  page  25,  line  25-, 
of  the  Senate  engrossed  bill,  strike  out  “sub¬ 
section  (b)  (4)  of  this  section”  and  insert 
“section  8  (b)  (1).” 

And  the  House  agree  to  the  same.  -  - 
Brent  Spence, 

Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jackson  E.  Betts, 

Gordon  L.  McDonough, 
William  B.  Widnall, 

Managers  on  the  Part  of  the  House. 

J.  W.  Fulbright, 

John  Sparkman, 

Joseph  S.  Clark, 

William  Proxmire, 

Wallace  F.  Bennett, 

Managers  on  the  Part  of  the  Senate. 

Statement 

The  managers  on  the  part  of  the  House  at 
the  conference  on  the  disagreeing  votes  of 
the  two  Houses  on  the  amendments  of  the 
House  to  the  bill  (S.  3651)  to  make  equity 
capital  and  long-term  credit  more  readily 
available  for  small-business  concerns,  and 
for  other  purposes,  submit  the  following 
statement  in  explanation  of  the  effect  of  the 
action  agreed  upon  by  the  conferees  and 
recommended  in  the  accompanying  confer¬ 
ence  report: 

The  following  House  amendments  made 
technical,  clerical,  clarifying,  or  conforming 
changes:  1,  2,  3,  5,  7,  8,  9,  10,  22,  27,  28, 
33,  34,  35,  37,  40,  41,  42,  4&,  44,  and  45.  With 
respect  to  these  amendments  (1)  the  Sen¬ 
ate  either  recedes  or  recedes  with  amend¬ 
ments  which  are  technical,  clerical,  clarify¬ 
ing,  or  conforming  in  nature,  or  (2)  the 
House  recedes  in  order  to  conform  to  other 
aotion  agreed  upon  by  the  committee  of 
■  conference. 

Amendments  Nos.  4,  12,  13,  14,  15,  16,  17, 
18,  23,  24,  25,  and  26:  Title  III  of  the  Senate 
bill  (and  related  provisions  in  other  titles) 
authorizes  the  Small  Business  Administra¬ 
tion,  until  June  30,  1961,  to  charter  small 
business  investment  companies  to  provide 
equity  capital  and  long-term  loan  funds  to 
small-business  concerns  under  the  program 
established  by  the  bill.  State-chartered  in¬ 
vestment  companies  which  meet  certain  of 
the  standards  and  requirements  applicable 
to  Federally  chartered  companies  under  the 
bill,  and  State  investment  and  development 
companies  which  are  converted  by  their 
shareholders  before  July  1961  into  small 
business  investment  companies  in  accord¬ 
ance  with  procedures  and  standards  pre¬ 
scribed  by  the  bill,  could  also  operate  as 
small  business  investment  companies  under 
the  program.  After  June  1961  there  would 
be  no  further  Federal  chartering  of  such 
companies  or  conversion  of  State  companies 
(although  companies  so  chartered  or  con¬ 
verted  would  continue  to  operate  under  the 
program),  and  the  only  new  small  business 
investment  companies  would  be  those 
chartered  under  State  law  expressly  for  the 
purpose  of  operating  under  the  program. 

These  House  amendments  eliminated  from 
the  bill  all  provision  for  Federal  chartering 
of  small  business  investment  companies  and 
all  provision  for  the  conversion  of  State 
investment  and  development  companies, 
thus  providing  that  operations  under  the 
new  program  from  its  inception  (except  for 
the  direct  SBA  loans  to  State  and  local  de¬ 
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velopment  companies  authorized  by  both 
versions  of  the  bill)  will  be  carried  on  ex¬ 
clusively  through  investment  companies 
chartered  under  State  law  expressly  for  the 
purpose  of  such  operations.  Substantially 
all  of  the  standards,  procedures,  and  func¬ 
tions  prescribed  in  the  Senate  bill  with 
respect  to  the  organization  and  operation  of 
Federally  chartered  companies  would  be 
made  specifically  applicable  to  these  State- 
chartered  companies,  including  the  require¬ 
ment  that  the  articles  of  incorporation  of 
any  such  company  be  presented  to  the  Ad¬ 
ministrator  for  his  approval  before  it  can 
operate  under  the  program  and  that  such 
articles  confer  certain  specified  powers  upon 
the  company. 

The  Senate  recedes  on  amendments  Nos. 
17  and  18,  and  recedes,  with  amendments, 
on  amendments  Nos.  4,  13,  15,  and  25,  and 
the  House  recedes  on  the  remaining  amend¬ 
ments.  Under  the  action  thus  taken  by  the 
conferees,  the  Small  Business  Administra¬ 
tion’s  authority  for  a  3-year  period  to  issue 
Federal  charters  to  small  business  invest¬ 
ment  companies  (as  provided  in  the  Sen¬ 
ate  bill)  is  retained,  but  such  authority  is 
limited  to  States  where  investment  compa¬ 
nies  cannot  be  chartered  under  State  law 
and  operate  in  accordance  with  the  purpose 
of  the  act.  State-chartered  investment 
companies  would  not  be  compelled  to  meet 
the  organizational  requirements  which  are 
imposed  with  respect  to,  federally  chartered 
companies  under  both  the  Senate  bill  and 
the  House  amendments  (and  which  are  also 
applicable  to  State-chartered  companies 
under  the  Senate  bill),  although  in  approv¬ 
ing  State-chartered  companies  to  operate 
under  the  program  the  Administration 
would  still  take  into  account  such  factors 
as  the  need  for  small-business  financing  and 
the  soundness  of  the  company  involved,  and 
in  their  operations  under  the  program  such 
companies  would  be  governed  by  regulations 
of  the  Administration.  The  authority  in 
the  Senate  bill  for  State  investment  and  de¬ 
velopment  companies  (during  a  3-year  pe¬ 
riod)  to  convert  themselves  into  Federal 
small  business  investment  companies  is  re¬ 
tained  in  the  conference  agreement. 

This  represents  a  compromise  to  protect 
the  traditional  powers  of  the  States  to  char¬ 
ter  business  corporations,  while  at  the  same 
time  permitting  Federal  chartering  in  situa¬ 
tions  where  State  laws  are  not  compatible 
with  effective  operation  of  a  State-chartered 
company  under  the  new  act.  There  are 
strong  indications  that  this  situation  exists 
in  some  States;  before  issuing  a  Federal 
charter  in  such  a  State,  the  Small  Business 
Administrator  would  have  to  make  an  af¬ 
firmative  determination  that  this  is  the 
case. 

Amendment  No.  6:  Section  103  (a)  (6)  of 
the  Senate  bill  (defining  the  term  “invest¬ 
ment  companies”)  in  effect  required  a 
State-chartered  investment  company  to 
meet  the  definition  contained  in  the  In¬ 
vestment  Company  Act  of  1940  in  order  to 
qualify  for  conversion  into  a  small  business 
investment  company  under  title  IV  of  the 
bill.  The  House  amendment  deleted  this 
definition,  in  order  to  permit  smaller, 
closely  held  companies  to  qualify  for  con¬ 
version.  The  Senate  recedes. 

Amendment  No.  1 1 :  Section  202  of  the 
Senate  bill  provided  the  sum  of  $250  million 
for  the  new  small  business  investment  com¬ 
pany  program,  making  such  sum  available 
over  a  3-year  period  through  public  debt 
transactions  the  proceeds  of  which  would 
constitute  a  new  and  separate  revolving 
fund  and  be  used  for  purposes  enumerated 
in  section  203.  The  House  amendment  also 
provided  the  sum  of  $250  million  for  the 
program;  but  it  would  make  such  sum  avail¬ 
able  (through  amendments  to  the  Small 
Business  Act,  replacing  both  section  202  and 
section  203  of  the  Senate  bill)  by  increasing 
the  amount  authorized  to  be  appropriated 
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to  the  Administration’s  existing  revolving 
fund  and  earmarking  the  increased  amount 
for  the  new  program. 

The  Senate  recedes,  so  that  the  bill  agreed 
to  in  conference  authorizes  financing 
through  appropriated  funds  rather  than  pub¬ 
lic  debt  transactions.  In  view  of  the  fact 
that  it  has  been  argued  recently  that  public 
debt  financing  could  not  be  provided  in  this 
bill  under  the  Constitution  and  the  Rules  of 
the  House,  the  committee  of  conference 
wishes  to  emphasize  that  in  agreeing  to  the 
House  amendment  on  this  point  they  do  not 
in  any  way  concede  the  validity  of  any  such 
argument.  The  House  Banking  and  Cur¬ 
rency  Committee  agreed  to  strike  the  public 
debt  transaction  provisions  for  entirely  dif¬ 
ferent  reasons,  among  them  being  the  fact 
that  the  other  SBA  programs  are  financed 
through  appropriations.  Also,  the  Bureau 
of  the  Budget  has  already  approved  a  request 
of  $50  million  in  appropriations  for  this  new 
program,  and  the  Senate  Appropriations 
Committee  is  actively  considering  this  re¬ 
quest;  the  conference  committee  is  confident 
that  this  sum  will  be  made  available.  The 
acceptance  of  the  House  amendment  should 
not,  therefore,  be  taken  as  a  precedent  by 
those  who  would  deny  the  long-recognized 
jurisdiction  of  the  legislative  committees  of 
both  Houses  to  include  provisions  for  public 
debt  transactions  in  bills  they  report. 

Amendment  No.  19:  Section  302  (b)  of 
the  Senate  bill  authorized  the  purchase  of 
small-business  investment  company  stock  by 
banks,  financial  institutions,  insurance  com¬ 
panies,  corporations,  partnerships,  and  other 
persons,  limiting  the  aggregate  amount  of 
such  stock  which  may  be  held  by  a  Federal 
Reserve  member  bank  or  a  bank  insured  by 
the  Federal  Deposit  Insurance  Corporation 
to  1  percent  of  its  capital  and  surplus.  The 
House  amendment  restricted  this  stock -pur¬ 
chase  authority  to  banks,  and  added  new  lan¬ 
guage  to  make  it  clear  that  the  right  of 
Federal  Reserve  member  banks  and  FDIC- 
insured  banks  to  purchase  such  stock  up 
to  1  percent  of  their  capital  and  surplus  is 
subject  (except  in  the  case  of  national 
banks)  to  the  provisions  of  applicable  State 
law;  the  extent  to  which  institutions  other 
than  banks  could  purchase  such  stock  would, 
of  course,  continue  to  be  governed  by  other 
applicable  law.  The  Senate  recedes. 

Amendment  No.  20:  Section  304  (d)  of  the 
Senate  bill,  in  requiring  a  small-business 
concern  receiving  capital  under  the  bill  to 
invest  in  the  stock  of  the  company  furnish¬ 
ing  the  capital  (in  an  amount  equal  to  not 
less  than  2  nor  more  than  5  percent  of  the 
capital  so  furnished),  authorized  the  Ad¬ 
ministrator  to  permit  such  concern  to  post¬ 
pone  making  its  investment  in  such  stock  for 
a  period  of  up  to  3  years.  The  House  amend¬ 
ment  eliminated  this  authority  to  permit 
the  postponement  of  the  required  invest¬ 
ment.  The  Senate  recedes. 

Amendment  No.  21:  Section  305  of  the 
Senate  bill  authorized  long-term  loans  to 
small-business  concerns  by  small-business 
investment  companies;  and  subsection  (b) 
of  that  section  would  permit  such  loans  to 
be  made  either  directly  or  on  a  participa¬ 
tion  basis.  The  House  amendment  added 
new  language  to  subsection  (b)  limiting 
small -business  investment  company  partici¬ 
pation,  where  the  participation  is  on  a  de¬ 
ferred  basis,  to  90  percent  of  the  balance 
of  the  loan  outstanding  at  the  time  of  dis¬ 
bursement.  The  Senate  recedes. 

Amendments  Nos.  29,  30,  and  31:  Section 
501  of  the  Senate  bill  authorized  the  Ad¬ 
ministration  tounake  loans  to  State  and  local 
development  companies  in  exchange  for  their 
obligations,  to  assist  in  carrying  out  the  pur¬ 
poses  of  the  act,  with  a  termination  date  for 
loans  to  local  development  companies  of 
June  30,  1961.  These  House  amendments 
eliminated  all  authority  to  make  such  loans 
to  local  development  companies,  thus  re¬ 
stricting  the  program  to  State  companies 


(but  retaining  in  other  provisions  of  the  bill 
the  authority  to  make  secured  loans  for  plant 
construction  or  improvement  to  local  as  well 
as  State  development  companies ) .  The  Sen¬ 
ate  recedes. 

Amendment  No.  32:  This  amendment 
added  to  section  501  (b)  of  the  Senate  bill 
a  new  sentence  requiring  that  unsecured 
loans  made  to  development  companies  (under 
the  program  discussed  in  connection  with 
amendments  Nos.  29,  30,  and  31)  must  be 
treated  on  an  equal  basis  with  funds  of  the 
highest  priority  borrowed  by  such  companies 
from  other  sources  after  the  enactment  of 
the  act,  except  when  this  requirement  is 
waived  by  the  Administrator.  The  Senate 
recedes. 

Amendments  Nos.  36,  38,  and  39 :  Section 
601  of  the  Senate  bill  repealed  section  13b 
of  the  Federal  Reserve  Act  (which  authorizes 
working-capital  loans  to  business  concerns 
by  Federal  Reserve  Banks),  and  section  602 
of  the  Senate  bill  provided  that  amounts 
repaid  to  the  United  States  by  those  banks 
as  a  result  of  such  repeal  shall  be  used  to 
finance  a  new  program  of  grants  for  studies, 
research,  and  counseling  for  small  businesses 
under  the  Small  Business  Act.  Under  the 
program,  grants  would  be  limited  to  $40,000, 
and  not  more  than  one  grant  could  be  made 
in  any  one  State  in  any  one  year.  These 
House  amendments  eliminated  the  new  pro¬ 
gram  and  provided  that  amounts  repaid  as 
a  result  of  the  repeal  of  section  13b  shall  be 
covered  into  the  Treasury  as  miscellaneous 
receipts. 

The  conference  agreement  retains  the  pro¬ 
visions  of  the  Senate  bill,  with  technical 
amendments.  The  committee  of  conference 
felt  that  these  grants  will  materially  assist 
in  filling  the  need  for  management  coun¬ 
seling  for  small-business  concerns.  Lack  of 
such  counseling  constitutes  one  of  the  most 
serious  handicaps  many  small  businesses  face 
today. 

Brent  Spence, 

Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jackson  E.  Betts, 

Gordon  L.  McDonough, 
William  B.  Widnall, 

Managers  on  the  Part  of  the  House. 


FARM  LEGISLATION  \ 

(Mr.  H.  CARL  ANDERSEN  askedynd 
was  given  permission  to  extend  his  re¬ 
marks  at  this  point  in  the  Record.)  \ 

Mr.  H.  CARL  ANDERSEN.  Mr> 
Speaker,  the  rallying  cry  for  votes 
against  fair  and  equitable  farm  legisla¬ 
tion  which  would  help  stabilize  and  sup¬ 
port  our  farm  economy  has  become  a 
plea  to  reduce  food  prices  for  consumers. 
I  know  that  food  prices  are  high,  but  so 
are  all  the  other  retail  prices  in  our  pres¬ 
ent  economy. 

The -.classic  example  of  this  protect- 
the-consumer  clamor  was  the  opposition 
to  the  resolution  earlier  this  year  to 
freeze  price  supports,  especially  those 
for  dairy  products.  It  will  also  be  re¬ 
called  that  Secretary  Benson  publicly 
promised  retail  price  reductions  on  dairy 
products  if  he  was  permitted  to  reduce 
dairy  price  supports.  As  a  matter  of 
fact,  he  said  that  if  retail  prices  did  not 
go  down  the  trade  would  hear  from  him. 

For  the  information  of  our  colleagues 
pleading  for  consumers,  I  quote  the  fol¬ 
lowing  facts  and  figures  from  the  United 
States  Department  of  Agriculture.  The 
dairy  price  support  reductions  went  into 
effect  April  1,  1958 — now  let  us  see  what 
has  happened  to  consumer  prices.  From 
May  1957  to  May  1958  retail  prices  on 
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butter  went  down  only  four-tenths  of  a 
cent,  cheese  went  up  six-tenths,  fresh 
milk  went  up  four-tenths,  and  evapov 
rated  milk  went  up  six-tenths.  In  th /t 
same  period  the  spread  between  pro¬ 
ducers  and  consumers  went  up  9  percent. 

As  I  have  predicted  time  and/again 
consumers  do  not  benefit  from/legisla¬ 
tive  and  administrative  action  to  depress 
farm  commodity  prices.  The  middle¬ 
men,  processors,  and  food  handlers  take 
the  difference  and  even  and  on  a  little 
more  as  I  have  pointed  out.  Consumers 
do  not  gain  anythingyand,  as  a  matter 
of  hard  fact,  they  lose  purchasing  power 
for  the  goods  and  services  they  want  to 
sell  in  the  rural  a/eas.  I  hope  we  have 
heard  the  last  ofaihis  plea  for  consumers 
as  a  device  to  inuster  votes  against  nec¬ 
essary  farm /legislation.  The  statistics 
of  our  food/economy  prove  that  neither 
producers/hor  consumers  gain  anything, 
so  why  hnrt  the  pr.  lucers? 


^CORRECTION  OF  ROLLCALL 

My.  GRANT.  Mr.  Speaker,  on  roll- 
oall  No.  153  on  August  4  I  am  recorded 
'as  being  absent.  I  was  present  and 
answered  to  my  name.  I  ask  unanimous 
consent  that  the  Record  and  Journal  be 
corrected  accordingly. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from  Ala¬ 
bama? 

There  was  no  objection. 


MILITARY  CONSTRUCTION 

Mr.  VINSON.  Mr.  Speaker,  I  call  up 
the  conference  report  on  the  bill  (H.  R. 
13015)  to  authorize  certain  construc¬ 
tion  at  military  installations,  and  for 
other  purposes,  and  ask  unanimous  con¬ 
sent  that  the  statement  of  the  managers 
on  the  part  of  the  House  be  read  in  lieu 
of  the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Georgia? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
\ee  proceedings  of  the  House  of  Aug¬ 
ust  5,  1958). 

BMr.  VINSON  asked  and  was  given 
permission  to  revise  and  extend  his  re- 
marlcSD 

Mr.  \lNSON.  Mr.  Speaker,  I  yield 
myself  5  rninutes. 

Mr.  Speaker,  this  is  one  of  the  most 
important  bf^Js  that  has  been  considered 
by  the  HouseSduring  this  session. 

When  the  bftj  passed  the  House,  it 
authorized  an  expenditure  of  $1,658,491,- 
000.  When  the  bk|  passed  the  Senate 
it  authorized  an  expenditure  of  $1,644,- 
641,000.  As  a  result \f  the  conference 
between  the  House  ancfcdhe  Senate,  the 
bill  now  is  $21,616,000 \ess  than  the 
House  version  and  $6,766300  less  than 
the  Senate  version.  \ 

The  Senate  included  108V  National 
Guard  armories.  This,  therefoV  makes 
a  total  Reserve  program  in  the%bill  of 
259  Reserve  installations.  \ 

Mr.  Speaker,  there  are  only  two  mat¬ 
ters  in  this  conference  report  thatVI 
desire  to  discuss.  One  has  reference 
what  is  known  as  the  condemnation  of' 
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INSPECTION  SERVICES.  ^The  Government  Operations  Committee  ordered  reported 


/ 
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S.  3873,  to  permit  the  interchange  of  inspection  services  between  executive 
agencies  without  reimbursement  or  transfer  of  funds,  p.  D805 


14.  RESORTS.  The  Government  Operations  Committee  adopted  the  following  reports 
(to\£e  released  Aug.  11) :  / 

"Xtomic  Shelter  Program,"  "Research  and  Development  (Office  of  Secretary 
of  Defense) ,"  "Saline  Water  Program,"  "False  and  Misleading  Advertising 
it  Reducing  Remedies)  ,"  "Availability  of  Information  Frojri  Federal 
Departments  and  Agencies  (Progress  of  Study,  February  1957-Jime  1958) ,"  and 
"FederaivState  Relations  (Grants -in- Aid)"  (Release  date  for  the  last  re¬ 
port  is  A^g.  9).  p.  D805 


15.  STATEHOOD,  The  "Interior  and  Insular  Affairs  Committee  ordered  reported,  by  a 
vote  of  22-4,  H/Nr.  49,  to  admit  Hawaii  into  the  Union/as  a  State,  p.  D806 


16.  MINERALS,  .  Received  the  conference  report  on  Si  2069,  to  amend  the 

Mineral  Leasing  Act  s^x,  as  to  promote  the  development  of  coal  on  the  public 
domain  (H.  Rept.  2477)\  pp.  15042,  15114 


17.  SMALL  BUSINESS.  Received  the  conference  report  on  S.  3651,  to  make  equity 
capital  and  long-term  credit  more  readily  available  for  small-business  con¬ 
cerns  (H^Rept^  2492) .  pp.  15042-44,  15114 


18.  LEGISLATIVE  PROGRAM.  Rep.  McCormack  announced  that  after  three  conference 
reports  (trade  agreements  extension, ^Defense  Department  appropriations,  and 
small  business)  the  only  business  sdneduled  for  the  rest  of  the  week  was  the 
educational  programs  bill.  pp.  15051.  15085 


SENATE" 


•> 


19.  SURPLUS  COMMODITIES;  F0REIGN/TRADE.  Sen.  Humphrey  commended  the  8th  semi¬ 
annual  report  on  Public  Law  480  for  recognizing  that  the  program  would  con¬ 
tinue  for  at  least  the  ndxt  5  years  and  asserted  that  this  supported  his 
earlier  requests  for  a/2-year  extension  of  the  program  instead  of  1-year. 

He  urged  the  Secretary  to  work  with  him  for  conference  committee  consideration 
of  the  bills  passed/oy  both  houses  on  this  subject^  and  stated  that  passage 
of  S.  4071,  the  Senate  farm  bill,  by  the  House,  would  cause  even  greater 
surpluses  to  be  disposed  of.  pp.  14981-2 


20.  TOBACCO.  Agreed  to,  as  reported  by  the  Agriculture  and  Fi^estry  Committee, 
S.  Res.  334/  to  direct  the  Committee  to  study  tobacco  marketing  practices 
pertaining'  to  loose  and  tied  tobacco,  pp.  14980-1 


21. 


SURPLUS/PRO PERTY.  Concurred  in  the  House  amendments  to  S.  2572 ,  to  modify  the 
procedures  for  submitting  proposed  surplus  property  disposals  to  the  Attorney 
General.  As  passed  the  bill  would  increase  the  maximum  cost  exempted  from 
$Pmillion  to  $3  million,  excluding  scrap  or  salvage,  and  alter  certain 
language  deemed  ambiguous.  This  bill  will  now  be  sent  to  the  President, 
p.  14966 


V2%  FEDERAL-STATE  RELATIONS.  The  Judiciary  Committee  reported  with  amendments 
S.  337,  to  establish  rules  of  interpretation  governing  questions  of  the 
effect  of  acts  of  Congress  on  State  laws  (S,  Rept.  2230) .  pp.  14950-1 
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\23. 


ACCOUNTING.  Received  from  the  Treasury  a  report  of  the  Bureau  of  Accounts 
covering  restoration  of  balances  withdrawn  from  appropriation  and  fund  accou? 
under  the  control  of  Treasury,  p.  14950 


24.  MINERALS.  Both  Houses  received  from  the  Interior  Department  a  proposed 
amhnd  the  Mineral  Leasing  Act  to  prevent  the  undesirable  division  of  oil 
gas  leaseholds;  to  the  Interior  and  Insular  Affairs  Committees. 

15114' 


PP< 


11  to 
and 
4950, 


25.  LEGISLAT] 
poisonous 


PROGRAM,  S,  666,  to  remove  seed  wheat  which  has  bpeiv  treated  with 
substances  from  the  ’’unfit  for  human  consumption"  c^iegory  under 


Sec.  22  of  the  Agricultural  Adjustment  Act  amendments  of  1935*,  was  made  the 


unfinished  business  (p.  15035) ,  displacing  S.  4162,  to  provide  for  the  can¬ 
cellation  of  certain  uncollectible  loans  and  operating  looses  under  Title  III 
of  the  Defense  Production  Act  (p.  D802) . 

Sen.  Mansfield  announced  that  today,  Aug.  7,  the  Seriate  would  consider 
S,  1436,  to  provide \f or  the  administration  of  farm  programs  by  farmer-elected 
committeemen;  S.  385ck  to  authorize  the  CCC  to  purchase  flour  and  cornmeal 
for  donation  instead  of, being  limited  to  having  such  products  processed  from 
its  own  stocks;  and  S.  4l46,  to  provide  incentive  payments  for  the  production 
of  certain  strategic  minerals  (p.  15029) • 


[TEMS  IN  APPE 


26.  ELECTRIFICATION.  Sen.  Kefauver  inserted  st magazine  article  and  his  letter  in 
reply  discussing  the  ruling  of  the,  Intejmal  Revenue  Service  that  public 
utilities  could  not  deduct  as  businhs^ expenses  the  cost  of  propaganda  against 
public  power,  pp.  A7047-8 

Various  insertions  describing  th6  iihportance  of  completing  legislation  on 
the  TVA  self-financing  program,  np,  A7043,  A7059-60,  A7063-4,  A7069-10 


27.  FARM  PROGRAM.  Sen.  Mundt  inserted  an  articlh,  ’’The  Farmer  Today,”  and  stated 
it  points  out  "so  splendidly/the  contrast  that:  is  often  found  in  our  'men  of 
the  soil.'"  p.  A7043 


28.  ECONOMIC  SITUATION.  Sen,/Hoblitzell  inserted  an  editorial,  "Recession  Lesson-* 
Government  Aids  Find  United  States  Economy  Can  Rebound  Without  Big  Federal 
Hypo."  p.  A7044 

Rep.  Wilson  inse/ted  an  article,  "Economy  Heading  tfpward."  p.  A7066 


29.  TRADE  AGREEMENTS ./  Sen.  Jenner  inserted  editorials  favoring,  a  review  of  the 
tariff  situation  and  the  tariff  policy,  pp.  A7045-6 


30.  STATEHOOD.  9hn.  Langer  inserted  a  N.  Dak.  Chamber  of  Commerce  \esolution 
favoring  statehood  for  Hawaii,  p.  A7047 


31.  FAIR  TRADE.  Rep.  Alger  inserted  an  article  and  various  editorial  esfrqerpts 
opposing  the  proposed  fair-trade  legislation,  pp.  A7052-3,  A7066-7 


32.  FUB^IC  DEBT.  Speeches  in  the  House  by  Reps.  Beamer  and  Collier  opposing' 
irther  increase  in  the  debt  limitation,  pp.  A7053,  A7068-9 
Rep.  Multer  stated  that  the  administration's  "failure  to  control  inflation 
is  shown  by  the  growth  of  debt,  both  public  and  private,"  and  inserted  an 
editorial  on  this  subject,  pp.  A7078-9 


33.  WATER  RESOURCES.  Rep.  Engle  inserted  a  recent  speech,  "California  Water  De- 
velonment  Progress  and  Problems."  pp.  A7060-2 


85th  Congress  )  HOUSE  OF  REPRESENTATIVES  f  Report 
2d  Session  }  j  No.  2492 


SMALL  BUSINESS  INVESTMENT  BILL  OF  1958 


August  6,  1958. — Ordered  to  be  printed 


sMr.  Spence,  from  the  committee  of  conference,  submitted  the 

following 

CONFERENCE  REPORT 

[To  accompany  S.  3651] 

The  committee  of  conference  on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  House  to  the  bill  (S.  3651)  to  make 
equity  capital  and  long-term  credit  more  readily  available  for  small- 
business  concerns,  and  for  other  purposes,  having  met,  after  full  and 
free  conference,  have  agreed  to  recommend  and  do  recommend  to 
their  respective  Houses  as  follows: 

That  the  House  recede  from  its  amendments  numbered  12,  14,  16, 
23,  24,  26,  27,  28,  33,  34,  35,  36,  37,  40,  41,  42,  43,  44,  and  45. 

That  the  Senate  recede  from  its  disagreement  to  the  amendments 
of  the  House  numbered  1,  3,  5,  6,  7,  8,  9,  10,  11,  17,  18,  19,  20,  21,  22, 
29,  30,  31,  and  32,  and  agree  to  the  same. 

Amendment  numbered  2: 

)  That  the  Senate  recede  from  its  disagreement  to  the  amendment  of 
the  House  numbered  2,  and  agree  to  the  same  with  an  amendment  as 
follows : 

In  the  matter  proposed  to  be  inserted  by  the  House  amendment, 
strikeout  “Sec.  602.  Transfer  of  funds”  and  insert :  Sec.  602.  Fund, 
for  management  counseling ;  and  the  House  agree  to  the  same. 

Amendment  numbered  4 : 

That  the  Senate  recede  from  its  disagreement  to  the  amendment  of 
the  House  numbered  4,  and  agree  to  the  same  with  an  amendment 
as  follows: 

In  lieu  of  the  matter  proposed  to  be  inserted  by  the  House  amend¬ 
ment  insert  the  following: 

(3)  the  terms  “ small  business  investment  company”  and  “ com¬ 
pany”  mean  a  small  business  investment  company  organized  as 
provided  in  title  III,  including  ( except  for  purposes  of  section  301 
and  section  308  (/))  a  State-chartered  investment  company  which 
20006 


STATEMENT  OF  THE  MANAGERS  ON  THE  PART  OF  THE  HOUSE 


The  managers  on  the  part  of  the  House  at  the  conference  on  the 
disagreeing  votes  of  the  two  Houses  on  the  amendments  of  the  House 
to  the  bill  (S.  3651)  to  make  equity  capital  and  long-term  credit  more 
readily  available  for  small-business  concerns,  and  for  other  purposes, 
submit  the  following  statement  in  explanation  of  the  effect  of  the 
action  agreed  upon  by  the  conferees  and  recommended  in  the  accom¬ 
panying  conference  report: 

The  following  House  amendments  made  technical,  clerical,  clarify¬ 
ing,  or  conforming  changes:  1,  2,  3,  5,  7,  8,  9,  10,  22,  27,  28,  33,  34, 
35,  37,  40,  41,  42,  43,  44,  and  45.  With  respect  to  these  amendments 
(1)  the  Senate  either  recedes  or  recedes  with  amendments  which  are 
technical,  clerical,  clarifying,  or  conforming  in  nature,  or  (2)  the  ( 
House  recedes  in  order  to  conform  to  other  action  agreed  upon  by 
the  committee  of  conference. 

Amendments  Nos.  4,  12,  13,  14,  15,  16,  17,  18,  23,  24,  25,  and  26: 
Title  III  of  the  Senate  bill  (and  related  provisions  in  other  titles) 
authorizes  the  Small  Business  Administration,  until  June  30,  1961,  to 
charter  small-business  investment  companies  to  provide  equity  capital 
and  long-term-loan  funds  to  small-business  concerns  under  the  pro¬ 
gram  established  by  the  bill.  State-chartered  investment  companies 
which  meet  certain  of  the  standards  and  requirements  applicable  to 
federally  chartered  companies  under  the  bill,  and  State  investment 
and  development  companies  which  are  converted  by  their  share¬ 
holders  before  July  1961  into  small-business  investment  companies 
in  accordance  with  procedures  and  standards  prescribed  by  the  bill, 
could  also  operate  as  small-business  investment  companies  under  the 
program.  After  June  1961  there  woidd  be  no  further  Federal  charter¬ 
ing  of  such  companies  or  conversion  of  State  companies  (although 
companies  so  chartered  or  converted  would  continue  to  operate 
under  the  program),  and  the  only  new  small -business  investment 
companies  would  be  those  chartered  under  State  law  expressly  for  the 
purpose  of  operating  under  the  program.  ( 

These  House  amendments  eliminated  from  the  bill  all  provision  for 
Federal  chartering  of  small  business  investment  companies  and  all 
provision  for  the  conversion  of  State  investment  and  development 
companies,  thus  providing  that  operations  under  the  new  program 
from  its  inception  (except  for  the  direct  Small  Business  Administration 
loans  to  State  and  local  development  companies  authorized  by  both 
versions  of  the  bill)  will  be  carried  on  exclusively  through  investment 
companies  chartered  under  State  law  expressly  for  the  purpose  of  such 
operations.  Substantially  all  of  the  standards,  procedures,  and  func¬ 
tions  prescribed  in  the  Senate  bill  with  respect  to  the  organization  and 
operation  of  federally  chartered  companies  would  be  made  specifically 
applicable  to  these  State-chartered  companies,  including  the  require¬ 
ment  that  the  articles  of  incorporation  of  any  such  company  be  pre¬ 
sented  to  the  Administrator  for  his  approval  before  it  can  operate 
under  the  program  and  that  such  articles  confer  certain  specified 
powers  upon  the  company. 
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The  Senate  recedes  on  amendments  Nos.  17  and  18,  and  recedes, 
with  amendments,  on  amendments  Nos.  4,  13,  15,  and  25,  and  the 
House  recedes  on  the  remaining  amendments.  Under  the  action  thus 
taken  by  the  conferees,  the  Small  Business  Administration’s  authority 
for  a  3-year  period  to  issue  Federal  charters  to  small  business  invest¬ 
ment  companies  (as  provided  in  the  Senate  bill)  is  retained,  but  such 
authority  is  limited  to  States  where  investment  companies  cannot 
be  chartered  under  State  law  and  operate  in  accordance  with  the 
purpose  of  the  act.  State-chartered  investment  companies  would 
not  be  compelled  to  meet  the  organizational  requirements  which  are 
imposed  with  respect  to  federally  chartered  companies  under  both 
the  Senate  bill  and  the  House  amendments  (and  which  are  also 
applicable  to  State-chartered  companies  under  the  Senate  bill), 
although  in  approving  State-chartered  companies  to  operate  under 
the  program  the  Administration  would  still  take  into  account  such 
factors  as  the  need  for  small-business  financing  and  the  soundness  of 
n  the  company  involved,  and  in  their  operations  under  the  program 
such  companies  would  be  governed  by  regulations  of  the  Adminis¬ 
tration.  The  authority  in  the  Senate  bill  for  State  investment  and 
development  companies  (during  a  3-year  period)  to  convert  themselves 
into  Federal  small  business  investment  companies  is  retained  in  the 
conference  agreement. 

This  represents  a  compromise  to  protect  the  traditional  powers 
of  the  States  to  charter  business  corporations,  while  at  the  same  time 
permitting  Federal  chartering  in  situations  where  State  laws  are  not 
compatible  with  effective  operation  of  a  State-chartered  company 
under  the  new  act.  There  are  strong  indications  that  this  situation 
exists  in  some  States;  before  issuing  a  Federal  charter  in  such  a  State, 
the  Small  Business  Administrator  would  have  to  make  an  affirmative 
determination  that  this  is  the  case. 

Amendment  No.  6:  Section  103  (a)  (6)  of  the  Senate  bill  (defining 
the  term  “investment  companies”)  in  effect  required  a  State-chartered 
investment  company  to  meet  the  definition  contained  in  the  Invest¬ 
ment  Company  Act  of  1940  in  order  to  qualify  for  conversion  into  a 
small  business  investment  company  under  title  IV  of  the  bill.  The 
House  amendment  deleted  this  definition,  in  order  to  permit  smaller, 
,  closely  held  companies  to  qualify  for  conversion.  The  Senate  recedes. 
)  Amendment  No.  11:  Section  202  of  the  Senate  bill  provided  the 
sum  of  $250  million  for  the  new  small  business  investment  company 
program,  making  such  sum  available  over  a  3-year  period  through 
public-debt  transactions  the  proceeds  of  which  would  constitute  a 
new  and  separate  revolving  fund  and  be  used  for  purposes  enumerated 
in  section  203.  The  House  amendment  also  provided  the  sum  of  $250 
million  for  the  program;  but  it  would  make  such  sum  available 
(through  amendments  to  the  Small  Business  Act,  replacing  both  sec. 
202  and  sec.  203  of  the  Senate  bill)  by  increasing  the  amount  author¬ 
ized  to  be  appropriated  to  the  Administration’s  existing  revolving 
fund  and  earmarking  the  increased  amount  for  the  new  program. 

The  Senate  recedes,  so  that  the  bill  agreed  to  in  conference  author¬ 
izes  financing  through  appropriated  funds  rather  than  public-debt 
transactions.  In  view  of  the  fact  that  it  has  been  argued  recently 
that  public-debt  financing  could  not  be  provided  in  this  bill  under 
the  Constitution  and  the  Rules  of  the  House,  the  committee  of 
conference  wishes  to  emphasize  that  in  agreeing  to  the  House  amend- 
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ment  on  this  point  they  do  not  in  any  way  concede  the  validity 
of  any  such  argument.  The  House  Banking  and  Currency  Committee 
agreed  to  strike  the  public-debt-transaction  provisions  for  entirely 
different  reasons,  among  them  being  the  fact  that  the  other  Small 
Business  Administration  programs  are  financed  through  appropria¬ 
tions.  Also,  the  Bureau  of  the  Budget  has  already  approved  a  request 
of  $50  million  in  appropriations  for  this  new  program,  and  the  Senate 
Appropriations  Committee  is  actively  considering  this  request;  the 
conference  committee  is  confident  that  this  sum  will  be  made  available. 
The  acceptance  of  the  House  amendment  should  not,  therefore,  be 
taken  as  a  precedent  by  those  who  would  deny  the  long-recognized 
jurisdiction  of  the  legislative  committees  of  both  Houses  to  include 
provisions  for  public  debt  transactions  in  bills  they  report. 

Amendment  No.  19:  Section  302  (b)  of  the  Senate  bill  authorized 
the  purchase  of  small  business  investment  company  stock  by  banks, 
financial  institutions,  insurance  companies,  corporations,  partnerships, 
and  other  persons,  limiting  the  aggregate  amount  of  such  stock  which , 
may  be  held  by  a  Federal  Reserve  member  bank  or  a  bank  insured', 
by  the  Federal  Deposit  Insurance  Corporation  to  1  percent  of  its 
capital  and  surplus.  The  House  amendment  restricted  this  stock- 
purchase  authority  to  banks,  and  added  new  language  to  make  it 
clear  that  the  right  of  Federal  Reserve  member  banks  and  FDIC- 
insured  banks  to  purchase  such  stock  up  to  1  percent  of  their  capital 
and  surplus  is  subject  (except  in  the  case  of  national  banks)  to  the 
provisions  of  applicable  State  law ;  the  extent  to  which  institutions 
other  than  banks  could  purchase  such  stock  would,  of  course,  con¬ 
tinue  to  be  governed  by  other  applicable  law.  The  Senate  recedes. 

Amendment  No.  20:  Section  304  (d)  of  the  Senate  bill,  in  requiring 
a  small-business  concern  receiving  capital  under  the  bill  to  invest  in 
the  stock  of  the  company  furnishing  the  capital  (in  an  amount  equal 
to  not  less  than  2  nor  more  than  5  percent  of  the  capital  so  furnished) , 
authorized  the  Administrator  to  permit  such  concern  to  postpone 
making  its  investment  in  such  stock  for  a  period  of  lip  to  3  years. 
The  House  amendment  eliminated  this  authority  to  permit  the  post¬ 
ponement  of  the  required  investment.  The  Senate  recedes. 

Amendment  No.  21:  Section  305  of  the  Senate  bill  authorized  long¬ 
term  loans  to  small-business  concerns  by  small  business  investment," 
companies;  and  subsection  (b)  of  that  section  would  permit  such  loans  V, 
to  be  made  either  directly  or  on  a  participation  basis.  The  House 
amendment  added  new  language  to  subsection  (b)  limiting  small  busi¬ 
ness  investment  company  participation,  where  the  participation  is  on 
a  deferred  basis,  to  90  percent  of  the  balance  of  the  loan  outstanding 
at  the  time  of  disbursement.  The  Senate  recedes. 

Amendments  Nos.  29,  30,  and  31:  Section  501  of  the  Senate  bill 
authorized  the  Administration  to  make  loans  to  State  and  local  devel¬ 
opment  companies  in  exchange  for  their  obligations,  to  assist  in  carry¬ 
ing  out  the  purposes  of  the  act,  with  a  termination  date  for  loans  to 
local  development  companies  of  June  30,  1961.  These  House  amend¬ 
ments  eliminated  all  authority  to  make  such  loans  to  local  develop¬ 
ment  companies,  thus  restricting  the  program  to  State  companies  (but 
retaining  in  other  provisions  of  the  bill  the  authority  to  make  secured 
loans  for  plant  construction  or  improvement  to  local  as  well  as  State 
development  companies).  The  Senate  recedes. 
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Amendment  No.  32:  This  amendment  added  to  section  501  (b)  of 
the  Senate  bill  a  new  sentence  requiring  that  unsecured  loans  made  to 
development  companies  (under  the  program  discussed  in  connection 
with  amendments  Nos.  29,  30,  and  31)  must  be  treated  on  an  equal 
basis  with  funds  of  the  highest  priority  borrowed  by  such  companies 
from  other  sources  after  the  enactment  of  the  act,  except  when  this 
requirement  is  waived  by  the  Administrator.  The  Senate  recedes. 

Amendments  Nos.  36,  38,  and  39:  Section  601  of  the  Senate  bill 
repealed  section  13b  of  the  Federal  Reserve  Act  (which  authorizes 
working-capital  loans  to  business  concerns  by  Federal  Reserve  Banks), 
and  section  602  of  the  Senate  bill  provided  that  amounts  repaid  to  the 
United  States  by  those  banks  as  a  result  of  such  repeal  shall  be  used 
to  finance  a  new  program  of  grants  for  studies,  research,  and  counsel¬ 
ing  for  small  businesses  under  the  Small  Business  Act.  Under  the 
program,  grants  would  be  limited  to  $40,000,  and  not  more  than  1 
grant  could  be  made  in  any  1  State  in  any  1  year.  These  House 
amendments  eliminated  the  new  program  and  provided  that  amounts 
repaid  as  a  result  of  the  repeal  of  section  13b  shall  be  covered  into  the 
Treasury  as  miscellaneous  receipts. 

The  conference  agreement  retains  the  provisions  of  the  Senate  bill, 
with  technical  amendments.  The  committee  of  conference  felt  that 
these  grants  will  materially  assist  in  filling  the  need  for  management 
counseling  for  small-business  concerns.  Lack  of  such  counseling 
constitutes  one  of  the  most  serious  handicaps  many  small  businesses 
face  today. 

Brent  Spence, 

Paul  Brown, 

Wright  Patman, 

Albert  Rains, 

Jackson  E.  Betts, 

Gordon  L.  McDonough, 
William  B.  Widnall, 

Managers  on  the  Part  of  the  House. 
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4.  SMALL  BUSINESS.  Agreed  to  the  conference  report  on  S.  3651,  to  make  equity 

capital  and  long-term  credit  more  readily  available , for  small-business  concerns, 
pp.  15182-86 


5.  APPROPRIATIONS.  Both  Houses  agreed  to  the  conference  report  on  H.  R.  12Ro8,  the 

Defense  Department  appropriation  bill  for  1959,  and  acted  on  amendment^  in  dis¬ 
agreement.  This  bill  will  now  be  sent  to  the  President,  pp.  14176-82,  15146-7 
(The  conferees  deleted  the  requirement  for  reports  on  budgetary  reserves,  but 
requested  that  the  Budget  Bureau  arrange  for  such  reports.)  / 

6.  IMPORTS.  Agreed  to  the  conference  report  on  H.  R.  6006,  to  provide  for  greater 

certainty,  a^eed,  and  efficiency  in  the  enforcement  of  the  Antidumping  Act. 
pp.  15186-87 


7.  CONTRACTS.  Passed  as  reported  H.  R.  11749,  to  extend  the  Renegotiation  Act  of 
1951  for  6  monthsV  until  June  30,  1959.  pp.  15188-89 


8.  EDUCATION.  Began  debate  on  H.  R.  13247,  the  national /cefense  education  bill, 
after  agreeing,  265  tb\108,  to  a  Rules  Committee  resolution  for  debate  on  the 
bill.  pp.  15192-218 


PERSONNEL.  The  Post  Off Iceland  Civil  Service  Cjafomittee  reported  H.  R.  9407, 
with  amendment,  to  provide  additional  opportunity  for  certain  employees  to 
obtain  career-conditional  ana^career  appointments  in  the  competitive  service 
(H.  Rept.  2506);  and  S.  4004,  tfUhout  amendment,  to  encourage  transfers  of 
Federal  employees  for  service  wic$j  international  organizations  (H.  Rept.  2509). 

p.  15231  x  o  . 

The  Foreign  Affairs  Committee  reported  with  amendment  S.  3195,  to  authorize 

certain  retired  Federal  personnel  tjaA^ccept  and  wear  decorations,  presents, 
and  other  things  tendered  them  by  derta^n  foreign  countries  (H.  Rept,  2521). 

p.  15232  /  v  u  .  - 

The  Post  Office  and  Civil  Service  Committee  issued  a  report  on  the  study  of 
manpower  utilization  in  financial  management  functions  in  the  Federal  Govern¬ 
ment  (H.  Rept.  2512).  p.  15232  - 

The  Ways  and  Means  Comrp/ttee  reported  without  amendment  H.  R.  11908,  to  re¬ 
peal  Sec.  1505  of  the  Social  Security  Act  so  that  in  determining  eligibility 
of  Federal  employees  for  unemployment  compensation  their  accrued  annual  leave 
shall  be  treated  in  accordance  with  State  laws  (H.  Rept.  2515).  p.  15232 


10.  INSPECTION  SERVICES/  The  Government  Operations  Committee  reported  without 

amendment  S.  3873;  to  permit  the  interchange  of  inspection  services  between 
executive  agenqfes  without  reimbursement  or  transfer  of  f^nds  (H.  Rept.  2508) . 
p.  15231 


,1.  FORESTRY, 
ment  H. 
lands 


kae  Interior  and  Insular  Affairs  Committee  reported' yithout  amend- 
12242,  to  authorize  the  sale  or  exchange  of  certain  forest  Service 
Pima  County,  Ariz,  (H,  Rept.  2523) •  p.  15232 


12.  RE 
12 


JATION.  The  Interior  and  Insular  Affairs  Committee  ordered  reported  H.  R. 
9,  to  construct  the  San  Luis  unit  of  the  Central  Valley  project ,  \al if. ; 
d  H.  J.  Res.  585,  to  authorize  studies  and  a  report  on  service  to  certain 
alifomia  counties  from  the  Central  Valley  project,  p.  D814 


X 


ELECTRIFICATION.  The  Rules  Committee  adopted  a  motion  to  reconsider  previous 
action  of  having  tabled  hearing  to  consider  the  granting  of  a  rule  on  S.  136*. 
to  authorize  the  TVA  to  issue  and  sell  bonds  to  assist  in  the  financing  of 
power  programs,  p.  D814 
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HIGHLIGHTS;  House  agreed  to  conference  report  £0  extend  trade  agreements  authority. 
Sens.  Aiken  and  Stennis  urged  cortjpromise  on  the  farm  bill.  Senate  debated  bill  to 
revise  procedures  for  election  of  CSS  farmer  commirceemen.  Senate  agreed  to  con¬ 
ference  report  on  bill  prohibiting  onion  futures  tracing.  Sens.  Proxmire  and 
Humphrey  criticized  farm  program  and  size  of  USDA  budget.  House  Rules  Committee 
cleared  area  redevelopment  /ill.  Both  Houses  agreed  tcNconference  report  on  Defense 
Department  appropriation  Jaall.  Sen.  Anderson  submitted  and  discussed  measure  to  re¬ 
establish  acreage  allotments  and  price  support  levels  for  1^59  upland  cotton. 


HOUSE 


1.  FOREIGN  TRADEy^  Agreed,  161  to  56,  to  the  conference  report  onHl.  R.  12591,  to 
extend  the  /ithority  of  the  President  to  enter  into  trade  agreements.  pp. 
15170-76 


2.  AREA  REDEVELOPMENT,  The  Rules  Committee  granted  a  rule  for  consideration  of 
S,  3^83,  to  establish  an  effective  program  to  alleviate  conditions  or\sub- 
,  sta/ial  and  persistent  unemployment  in  certain  economically  depressed N^reas, 
P/D314 


3. 


1INERALS.  The  Rules  Committee  announced  agreement  to  hold  hearings  on  S.  40. 
to  provide  stabilization  payments  to  certain  mineral  producers,  p.  D814 

Agreed  to  the  conference  report  on  S.  2069,  to  amend  the  Mineral  Leasing  Ac) 
so  as  to  promote  the  development  of  coal  on  the  public  domain,  p,  15136 
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The  Clerk  read  as  follows: 

Amendment  No.  55:  Page  47,  line  I,  Insert: 
‘Sec.  634.  Of  the  funds  made  available  by 
tftis  act  for  the  services  of  the  Military  Air 
Transport  Service,  $84,000,000  shall  be  avail- 
ableVonly  for  procurement  of  commercial  air 
transportation  service;  and  that  $21,000,000 
of  the'^84,000,000  shall  be  available  to  be 
expendea\only  with  United  States  civil  air 
carriers  wNph  qualify  as  small-business  en¬ 
terprises  ufflier  present  standards  and  who 
are  in  existence  at  the  time  of  the  passage 
of  this  act.” 


Mr.  MAHON.X  Mr.  Speaker,  I  offer  a 
motion  which  is-jatthe  Clerk’s  desk. 

The  Clerk  read  ae  follows : 

Mr.  Mahon  moves  tiuit  the  House  recede 
from  its  disagreement  tdU;he  amendment  of 
the  Senate  numbered  55,  and  concur  therein 
with  an  amendment,  as  foitows:  In  lieu  of 
the-  matter  proposed  by  ssHd  amendment 
insert : 

“Sec.  634.  Of  the  funds  madeVvailable  by 
this  act  for  the  services  of  the  Kblitary  Air 
Transport  Service,  $80,000,000  shallVbe  avail¬ 
able  only  for  procurement  of  commelucal  air 
transportation  service;  and  the  Secretary  of 
Defense  shall  utilize  the  services  of  cm^  air 
carriers  which  qualify  as  small  businesse\to 
the  fullest  extend  found  practicable.” 

Mr.  MAHON.  Mr.  Speaker,  the  other1 
body  placed  a  limitation  in  the  defense 
bill  which  provided  that  $84  million  of 
the  funds  for  the  Military  Air  Transport 
Service  should  be  utilized  in  employing 
commercial  aircraft  for  military 
transport. 

In  conference  we  reduced  the  figure 
from  $84  million  to  $80  million,  and  we 
struck  out  language  which  set  aside  a 
total  of  $21  million  for  small  commercial 
carriers.  But  we  inserted  language  that 
the  small  commercial  aircraft  carriers 
should  be  utilized  to  the  greatest  extent 
practicable. 

Mr.  PATMAN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  MAHON.  I  yield  to  the  gentle¬ 
man  from  Texas. 

Mr.  PATMAN.  Is  that  the  provision 
wherein  the  Senate  placed  a  25-percent 
guaranty  for  small  concerns? 

Mr.  MAHON.  That  is  right. 

Mr.  PATMAN.  And  the  gentleman 
believes  the  qualifying  language  will 
cause  the  Department  to  give  sympj 
thetic  consideration  to  these  small  cj 
cerns,? 

Mr.  MAHON.  That  is  right.  T/e  De¬ 
partment  of  Defense  last  yearywithout 
this  language,  gave  about  one-ofuarter  of 
its  commercial  transport  to  tfne  smaller 
airlines.  We  hope  they  giy/f  that  much 
or  more  this  year,  provide^he  small  car¬ 
riers  have  the  equipment  the  personnel, 
and  the  facilities  to  dc  the  work,  and 
provided  they  are  ahjre  to  get  the  busi¬ 
ness  on  a  competitnre  basis.  It  has  de¬ 
veloped  that  the  small  carriers,  by  rea¬ 
son  of  their  small  overhead,  are  able  to 
cut  corners  in  jlfany  instances,  and  they 
are  able  to  bid^ery  successfully. 

The  smaller  carriers  are  getting  their 
pro  rata  yart  of  the  business,  perhaps 
more  tlum  their  part,  based  upon  the 
equipnymt  they  have,  and  they  have  up 
to  thie  time,  insofar  as  I  know,  done  a 
goo^job  generally  in  this  field  of  opera¬ 
tic 

r(Mr.  FORD  asked  and  was  given  per¬ 
mission  to  extend  his  remarks  at  this 
point  in  the  Record.) 


Mr.  FORD.  Mr.  Speaker,  I  have  writ¬ 
ten  the  Honorable  James  H.  Douglas, 
Secretary  of  the  Air  Force,  to  recom¬ 
mend  that  the  Board  of  Meritorious 
Service  take  appropriate  action  to  recog¬ 
nize  the  achievements  of  the  late  Capt. 
Iven  C.  Kincheloe  by  naming  an  air  base, 
a  research  and  development  facility,  or 
some  other  Air  Force  installation  in  his 
honor.  We  can  all  agree,  I  am  sure, 
that  his  services  to  his  country  deserve 
this  special  recognition. 

Captain  Kincheloe  had  expected  to  be 
one  of  the  first-time  space  pilots,  but  had 
already  demonstrated  his  special  worth 
to  the  United  States.  He  not  only  held 
the  American  altitude  record,  but  was  a 
jet  ace  in  the  Korean  conflict,  where  he 
flew  101  combat  missions. 

Captain  Kincheloe  was  also  a  scientist, 
with  degrees  in  mechanical  and  aeronau¬ 
tical  engineering  from  Purdue  University 
and  from  Oxford  University  in  England. 

He  was  a  member  of  the  National  Ad¬ 
visory  Committee  on  Aviation  and  had 
been  assigned  to  attend  the  Interna-, 
tional  Astronautical  Federation  meeting 
in  Amsterdam  in  August  as  a  represent 
tive  of  the  United  States. 

I  am  confident  that  Captain  Kinofieloe 
presented  the  very  best  in  Anrerican 
manhood.  His  courage,  inquisjciveness, 
selflessness,  and  spirit  of  dedication  are 
to  be\mulated. 

I  havteno  hesitation  in  singly  recom- 
mendinNthat  such  a  mn  should  be 
memorialised  by  naminjr  some  Air  Force 
installation^!!  his  hor 

Capt.  Iven^C.  Kinjrfieloe  was  a  native 
of  Michigan  al\d  Wis  parents  presently 
reside  at  Gassopajfs,  a  small  town  in  the 
southwestern  paftSnf  the  State. 

At  this  poin/in  nay  remarks  I  would 
like  to  include  -an  editorial  from  the 
Grand  Rapids  HeraldVf  July  29,  1958. 
It  is  entitled  “Captain  Xincheloe”: 
Captain  Kinche 


No  o rfe  can  measure  the  contribution  Capt. 
Iven  JC.  Kincheloe  made  to  theiNation  and 
to  aeronautics,  nor  the  loss  to  hi^country — 
an®  science — sustained  when' he  want  down 
1st  Saturday  In  a  flaming  F-104\in  the 
lojave  Desert. 

Such  men  cannot  be  evaluated  ip.  anyVm- 
gible  terms. 

Here  was  a  young  man  of  30,  already ' 
double  ace  of  the  Korean  war,  with  degrees'' 
in  mechanical  and  aeronautical  and  mechan¬ 
ical  engineering  from  Purdue  and  from 
Britain’s  Oxford,  who  had  the  first  look  into 
outer  space  and  who,  looking  forward  to 
pioneering  in  orbital  flight,  almost  daily 
took  the  calculated  risks  inherent  in  handling 
the  fantastically  fabulous  new  machines 
mankind  hopes  will  unlock  the  secrets  of 
the  universe. 

He  might  have  skipped  the  major  risks. 
He  chose  to  fly,  and  for  his  country  rather 
than  for  any  personal  aggrandizement  or 
private  profit. 

The  calculated  risks  caught  up  with  him. 
Another  man  will  take  over  as  Chief  Project 
Officer  of  the  X-15,  which  he  had  hoped  to 
take  into  orbit.  Still  others  will  carry  on 
into  the  interplanetary  travel  of  which  he 
said;  "Man  is  going  to  look  into  this.  It 
is  his  very  nature  to  do  so.” 

It  is  the  nature  of  a  few,  let  us  say,  the 
very  small  number  like  Capt.  Iven  C.  Kinche¬ 
loe,  late  of  Cassopolis,  Mich.,  who  not  only 
have  the  physical  and  mental  ability,  far 
above  the  average,  but  the  courage  and  the 
inquisitiveness  and  the  selflessness  and  the 
spirit  of  dedication  to  take  the  risks  all 


too  many  shun.  For  these  are  exceedingly 
rare  qualities,  seldom  found  in  combination. 

Mr.  Speaker,  Captain  Kincheloe,  of 
Michigan,  proved  himself  a  man  ot  ralor. 
We  trust  that  the  Board  of  Meritorious 
Service  will  give  earnest  consideration 
to  naming  an  Air  Force  installation  in 
his  memory.  / 

Mr.  BOLAND.  Mr.  Sneaker,  I  rise  in 
support  of  the  national  defense  educa¬ 
tion  bill.  I  feel  that Jme  time  has  come 
when  private  scholarship  and  college 
loan  programs,  whjch  have  so  well  served 
needy  students  jut  ability  in  the  past, 
must  be  temporarily  augmented  by  as¬ 
sistance  from/the  Federal  Government. 
The  cost  of  irfgher  education,  at  the  col¬ 
lege  and  graduate  school  levels,  is  con¬ 
stantly  increasing.  Many  of  the  pri¬ 
vately  endowed  colleges  and  universities 
have  /announced,  in  instituting  fund 
drives,  that  they  have  actually  been  sub¬ 
sidizing  the  tuitions  of  paying  students 
a  number  of  years.  As  tuitions  have 
Increased,  more  high-school  graduates 
with  high  scholastic  ability  have  found  it 
difficult  to  finance  a  college  education. 

As  the  committee  report  s'tates,  the 
purpose  of  this  bill  is  to  encourage  able 
students  to  continue  their  education  be¬ 
yond  high  school.  This  legislation,  I  am 
happy  to  know,  embodies  the  scholarship 
loan  feature  of  a  bill  I  filed  last  year, 
H.  R.  95.  I  also  filed  this  same  bill  in 
the  83d  and  84th  Congresses.  Similar 
legislation  was  also  filed  in  the  82d  Con¬ 
gress  by  Gov.  Foster  Furcolo,  of  Massa¬ 
chusetts,  when  he  represented  the  Sec¬ 
ond  Massachusetts  District  in  the  House 
of  Representatives.  This  is  the  first  time 
that  hearings  were  held  by  the  House 
Education  Committee  on  the  features  of 
these  bills  and  legislation  reported  to 
the  floor. 

Mr.  Speaker,  I  will  vote  for  this  bill 
and  I  certainly  hope  that  it  passes. 

Mr.  METCALF.  Mr.  Speaker,  one  of 
the  provisions  of  H.  R.  13427,  the  Na¬ 
tional  Defense  Education  Act  of  1958, 
that  has  created  widespread  discussion 
is  that  part  of  the  scholarship  title  re¬ 
lating  to  the  selection  of  recipients  of 
scholarships.  Section  204  (a)  provides 
that  any  individual  who  is  a  resident  of 
the  State  shall  be  eligible  for  competi¬ 
tion  for  a  scholarship  if  he  complies  with 
le  rules  prescribed  by  the  State  com¬ 
mission  and  applies  therefor,  if  he  is  not 
enrolled  in  any  course  of  study  beyond 
the  secondary  school  level.  Then  sub- 
sectionVb)  declares  that  the  State  com¬ 
mission  \hall  select  the  persons  from 
among  th06e  competing.  It  is  provided : 

Each  States. commission  shall  select  such 
persons  to  beXsvarded  such  scholarships  in 
accordance  witny  objective  tests  and  other 
measures  of  aptitude  and  ability  to  pursue 
successfully  at  an  institution  of  higher  edu¬ 
cation  a  course  of  sNdy  leading  to  a  bache¬ 
lor’s  degree,  giving  social  consideration  to 
those  with  superior  caNpi^y  or  preparation 
in  science,  mathematics,  or  a  modern  foreign 
language.  \ 

An  institution  of  highe\education  is 
defined  in  section  103  (b)  ai\d  the  win¬ 
ner  of  such  a  scholarship  holds  it  until 
he  receives  a  bachelor’s  degree  under 
the  provisions  of  section  203  if  h\*‘first, 
devotes  essentially  full  time  to  educa¬ 
tional  work  leading  to  a  bachelor’s\de- 
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gree,  during  the  academic  year,  in  at- 
\  tendance  at  an  institution  of  higher  ed¬ 
ucation;  second,  is  maintaining  satis¬ 
factory  proficiency  in  the  course  of 
study  which  he  is  pursuing,  according 
to\the  regularly  prescribed  standards 
ana\practices  of  the  institution  which 
he  isSattending;  and  third,  is  not  receiv¬ 
ing  expenses  of  tuition  or  other  scholar¬ 
ship  oniellowship  aid  or  educational  as- 
sistance\  from  other  Federal  sources — 
other  than  a  monetary  allowance  under 
a  reserve  \pfficers’  training  program  of 
money  paiq  under  other  provisions  of 
this  act.” 

At  present  \he  need  is  for  more  scien¬ 
tists  and  engineers,  for  people  who  have 
master  a  foreign  language  and  for 
teachers  in  those  fields.  Many  experts 
believe  that  theVFederal  Government, 
in  awarding  scholarships,  should  be  se¬ 
lective  in  the  field  iAwhich  such  scholar¬ 
ships  are  awarded  .X  There  is  now  a 
shortage  of  scientists  and  engineers 
qualified  to  work  on  missiles,  on  space 
programs  and  on  atomic  energy.  This 
has  created  a  grave  crisi^dn  our  national 
defense.  To  many  the  oi^ly  excuse  for 
a,federally  financed  scholarship  program 
is  the  necessity  to  get  talented  boys  and 
girls  who  otherwise  would  not  attend 
college  interested  in  science  or  mathe¬ 
matics  in  order  to  catch  up\on  this 
shortage. 

On  the  other  hand  other  expertSV  many 
of  whom  are  scientists  of  national  re 
pute,  believe  that  there  should  be  com 
plete  freedom  in  the  individual  to  chopse 
the  field  in  which  he  wants  to  special¬ 
ize.  For  example,  Dr.  Vannevar  Bus! 
in  his  book,  Science,  the  Endless  Fron 
tier,  says:  / 

There  is  never  enough  ability  at  hi/h 
levels  to  satisfy  all  the  needs  of  the  Nation; 
we  should  not  seek  to  draw  into  science ./any 
more  of  it  than  science's  proportionate 
share.  / 

Mr.  Steelman,  in  Science  and/Public 
Policy,  declares:  / 

It  would  be  a  serious  mistake/  however, 
to  establish  a  scholarship  or  /  fellowship 
program  in  the  physical  anof  biological 
sciences  alone.  What  we  require  as  a  Nation 
is  to  extend  educational  opportunities  to 
all  able  young  people,  leaving  it  to  them  to 
determine  the  field  of  study  they  desire  to 
pursue.  In  normal  times,  freedom  of  choice 
must  be  allowed  to  operate  in  education,  as 
well  as  elsewhere,  if  we  are  to  preserve  our 
free  institutions.  No  agency  of  the  Govern¬ 
ment  is  sufficiently  fars^eing — nor  ever  likely 
to  be — to  foretell  15  cp  20  years  in  advance 
the  field  in  which  we  phall  most  need  trained 
people.  In  free  competition,  the  physical 
and  biological  sciences  will  get  their  share. 

These  are  nqtf  normal  times,  so  the 
bill  has  established  a  middle  ground. 
There  is  still  f/eedom  of  choice  in  the  in¬ 
dividual  as  to  which  field  in  which  he 
desires  to  specialize.  The  only  require¬ 
ments  aft/r  an  individual  has  been 
awarded  /k  scholarship  are  those  set 
forth  in /section  203.  But  in  order  to 
win  a  scholarship  an  applicant  has  to 
show  that  he  has  superior  capacity  in 
science,  mathematics,  or  a  modern  for¬ 
eign/language  or  that  his  secondary 
preparation  has  given  him  superior 
preparation  in  those  fields. 

It  is  the  belief  of  most  persons  skilled 
fi  preparatory  education  that  with  the 
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help  of  other  titles  in  the  bill  most 
those  awarded  scholarships  will  vdli 
tarily  go  into  the  fields  in  which!  the 
national  need  is  greatest.  Under/the 
provisions  of  title  VII  which  provides 
for  guidance  and  counseling  and 
of  students,  those  boys  and  girZs  with 
superior  aptitudes  for  science, /mathe¬ 
matics,  and  language  will  be  discovered 
in  the  elementary  grades.  If /they  have 
not  the  means  to  go  to  college  they  will 
be  encouraged  to  take  courses  in  high 
school  that  will  better  prepare  them  to 
compete  for  a  national  defense  scholar¬ 
ship.  In  the  seventh  and  eighth  grades 
they  will  plan  their  high  school  courses 
to  prepare  themselves Aox  the  competi¬ 
tive  examinations  t p  win  a  college 
scholarship.  / 

Title  IV  provides  for  grants  to  the 
States  to  strengthen  science  and  mathe¬ 
matics  and  modern  language  instruc¬ 
tion.  By  increased  attention  to  these 
fields  and  by  iifiproved  instruction  the 
interest  of  the/students  will  be  aroused 
in  science  and  related  fields  and  with 
the  additional  stimulus  of  winning  a 
national  defense  scholarship  these  high 
school  students  will  turn  to  these  fields 
so  vital  for  the  national  welfare  and 
will  already  be  imbued  with  the  desire 
to  becojtie  scientists  or  mathematicians 
and  have  the  foundation  laid  for  further 
pursuit  in  those  fields. 

Oui:  experience  with  other  scholarship 
programs  bears  this  out.  A  huge  pro¬ 
portion  every  year  of  the  winners  of 
the  national  merit  scholarships  go  into 
scientific  fields.  With  the  dramatic  ap¬ 
peal  of  the  new  advanture  into  space 
and  the  stimulation  of  better  instruc¬ 
tion  in  the  high  schools  more  will  go 
into  these  fields  if  by  so  doing  they  can 
.evelop  their  talents  and  have  an  op- 
irtunity  for  a  college  education  that 
otherwise  would  have  been  denied  them. 

id  for  the  small  percentage  that 
shiffci.  to  the  humanities,  they,  too  will 
have\benefited  from  their  basic  back¬ 
ground.  in  science.  They  will  have  a 
better  understanding  of  the  forces  that 
affect  20th  century  society  and  in  their 
activitiesXin  the  law,  in  sociology,  in 
economicsXin  creative  writing  they!  will 
be  expressing  the  new  scientific  age  and 
contributing\to  the  strength  of  Amer¬ 
ica. 

This  is  the  /American  way,  by  stimula¬ 
tion  of  interestXwe  encourage  our  boys 
and  girls  to  voluntarily  embark  upon 
professional  pursuits  that  promote  the 
public  welfare  instead  of  by  regimenta¬ 
tion  and  force  retouire  our  talented 
young  people  to  take  up  reluctantly 
courses  of  study  in  oiXjer  to  get  to  col¬ 
lege. 

The  SPEAKER.  The\question  is  on 
the  motion. 

The  motion  was  agreed' 

A  motion  to  reconsider  the  votes  by 
which  action  was  taken  onVhe  several 
motions  was  laid  on  the  table. 

Mr.  MAHON.  Mr.  Speakek  I  ask 
unanimous  consent  that  those  speaking 
on  the  conference  report  oi\  these 
amendments  may  have  permission  to 
revise  and  extend  their  remarks. 

The  SPEAKER.  Is  there  objectiok  to 
the  request  of  the  gentleman  fiXm 
Texas? 

There  was  no  objection. 


SMALL  BUSINESS  INVESTMENT  ACT 
OF  1958 

Mr.  BROWN  of  Georgia.  Mr.  Speak¬ 
er,  I  call  up  the  conference  report  on  the 
bill  (S.  3651)  to  make  equity  capital  and 
long-term  credit  more  readily  available 
for  small-business  concerns,  and  for 
other  purposes,  and  ask  unanimous  con¬ 
sent  that  the  statement  of  the  managers 
on  the  part  of  the  House  be  read  in  lieu 
of  the  conference  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection  to 
the  request  of  the  gentleman  from 
Georgia? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  August 
6,  1958.) 

Mr.  BROWN  of  Georgia.  Mr.  Speak¬ 
er,  the  House  conferees  on  the  Small 
Business  Investment  Act  have  brought 
back  to  the  House  a  conference  report 
which  retains  the  two  essential  features 
of  the  House  bill.  There  were  7  other 
substantive  amendments  in  conference; 
of  these  7,  the  Senate  receded  on  6  and 
the  House  on  1. 

The  most  important  question  in  con¬ 
ference  was  whether  this  program  is  to 
be  financed  with  public  debt  transac¬ 
tions  or  with  appropriations.  On  this 
question,  the  Senate  has  receded,  and 
the  bill  agreed  to  in  conference  will  be 
financed  through  appropriations.  While 
this  is  not  to  be  taken  as  a  precedent 
concerning  the  jurisdiction  of  the  legis¬ 
lative  committees  of  the  two  Houses  to 
authorize  financing  through  public  debt 
transactions,  there  are  good  reasons' in 
this  bill  to  provide  for  appropriations; 
this  method  will  conform  to  other  SBA 
programs  which  are  financed  through 
appropriations  and  there  is  every  reason 
to  expect  that  appropriations  will  be 
made  available  this  year  for  this  new 
program. 

The  second  major  issue  in  conference 
was  whether  the  Small  Business  Ad¬ 
ministration  should  be  authorized  to 
charter  small-business  investment  com¬ 
panies  to  operate  under  the  bill.  The 
Senate  bill  provided  for  a  dual  system, 
under  which  both  Federal  and  State 
charters  could  be  granted  in  any  State 
until  June  30,  1961,  when  the  authority 
for  Federal  chartering  would  expire. 
The  House  struck  this  authority  for 
Federal  charters  out  of  the  bill,  in  order 
to  preserve  the  traditional  State  powers 
over  chartering  business  corporations. 
In  conference,  a  compromise  was 
reached  which  I  feel  should  satisfy  those 
of  us  who  strongly  believe  in  protecting 
the  powers  of  the  States  against  Fed¬ 
eral  encroachment,  and  at  the  same  time 
allow  sufficient  flexibility  to  permit  ef¬ 
fective  operations  under  the  program  in 
any  State  whose  laws  would  not  permit 
effective  operation  of  State-chartered 
investment  companies  under  this  act. 
Under  the  conference  agreement.  Fed¬ 
eral  chartering  of  these  companies  would 
be  permitted  only  where  the  Small  Busi¬ 
ness  Administrator  makes  a  positive 
finding  that  investment  companies  can¬ 
not  be  chartered  under  the  laws  of  the 
State  and  operate  in  accordance  with 
the  purpose  of  this  act. 
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The  other  five  House  amendments  to 
which  the  Senate  conferees  have  agreed 
are  more  or  less  technical  in  nature,  and 
I  will  not  take  the  time  of  the  House  to 
discuss  them. 

The  remaining  House  amendment 
struck  from  the  Senate  bill  a  provision 
authorizing  the  use  of  certain  funds  re¬ 
maining  from  an  old  Federal  Reserve 
bank  loan  program  to  make  grants  for 
studies,  research,  and  counseling  to  help 
small  businesses.  Because  this  new  pro¬ 
gram  could  meet  a  pressing  need  for  bet¬ 
ter  management  counseling  for  small- 
business  concerns,  and  because  it  will 
not  require  any  new  appropriations,  the 
conferees  agreed  to  include  it  in  the  bill. 

I  am  confident  that  the  bill  as  agreed 
to  in  conference  is  a  good  bill.  It  will 
fill  a  longstanding  gap  by  supplying 
long-term  credit  and  equity  capital  for 
small  businesses,  and  I  urge  the  House 
to  approve  the  conference  report. 

Mr.  HALLECK.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  BROWN  of  Georgia.  I  yield  to  the 
gentleman  from  Indiana. 

Mr.  HALLECK.  Mr.  Speaker,  I  have 
studied  the  conference  report  on  S.  3651. 
On  July  23  I  introduced  amendments 
recommended  by  the  American  Bar  As¬ 
sociation  which  were  designed  to  pre¬ 
serve  the  historic  and  traditional  powers 
of  the  States  over  the  incorporation  of 
business  enterprises  and  to  prevent  en¬ 
croachment  of  the  Federal  Government 
in  this  field. 

The  spirit  of  these  amendments,  I  be¬ 
lieve  has  been  adhered  to  in  the  bill  as 
reported  from  conference.  The  bill 
clearly  calls  for  and  prefers  State  in¬ 
corporation  of  the  small-business  invest¬ 
ment  companies.  Only  under  the  most 
extraordinary  circumstances  shall  the 
Small  Business  Administration  permit  or 
authorize  Federal  incorporation.  Fed¬ 
eral  incorporation  would  be  possible  only 
under  circumstances  where  there  has 
been  an  affirmative  determination  by  the 
Administration  that  a  small-business  in¬ 
vestment  company  cannot  possibly  op¬ 
erate  under  the  laws  of  a  given  State 
in  such  a  way  as  to  fulfill  the  clear  and 
dominant  purposes  of  the  act.  This  re¬ 
striction  against  Federal  incorporation 
must  be  regarded  as  a  stringent  one. 
And,  it  must  be  recognized  that  it  is  the 
intent  of  Congress,  as  expressed  in  this 
bill,  to  favor  State  rather  than  Federal 
incorporation  of  business  enterprises,  in¬ 
cluding  these  small-business  investment 
companies  as  provided  in  this  bill. 

Mr.  Speaker,  I  commend  the  confer¬ 
ees  for  the  work  they  have  done  on  this 
conference  report,  and  I  hope  that  the 
conference  report  is  adopted. 

Mr.  PATMAN.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  BROWN  otGeorgia.  I  yield  to  the 
gentleman  from  Texas. 

Mr.  PATMAN.  I  am  glad  the  gentle¬ 
man  from  Indiana  [Mr.  Halleck]  is 
pleased  with  the  conference  report.  I, 
too,  think  it  is  a  good  report. 

SMALL  BUSINESS  LEGISLATION  IN  THIS  CONGRESS 

RAISES  NEW  HOPES;  SMALL  BUSINESS  INVEST¬ 
MENT  ACT  OPENS  NEW  FRONTIERS 

Mr.  Speaker,  the  prospects  for  small 
business  have  been  dark  for  several 
years  now.  The  trend  toward  a  weak¬ 


ened  and  disappearing  community  of 
small  firms  in  our  economy  has  been 
most  disturbing. 

But  the  awakened  interest  which  this 
Congress  has  shown  in  the  problems  of 
small  business,  and  the  actions  it  has 
taken  to  correct  these  problems,  have 
been  most  encouraging.  It  now  looks 
that  when  this  Congress  adjourns  it  will 
have  made  the  best  record  for  small 
business  legislation  of  any  Congress  in 
history. 

We  have  already  passed  legislation 
which  makes  the  Small  Business  Admin¬ 
istration  a  permanent  agency  of  Gov¬ 
ernment.  This  legislation  also  increased 
the  amount  of  a  loan  which  the  SBA 
can  make  from  $250,000  to  $350,000. 
This  has  been  signed  by  the  President. 

The  House  has  passed  a  small  busi¬ 
ness  tax  revision  bill,  H.  R.  13382.  And 
yesterday,  the  Senate  Finance  Commit¬ 
tee  ordered  this  bill  reported  favorably 
on  Monday  of  next  week.  The  bill  does 
not  provide  for  a  general  tax  reduction 
for  small  business;  it  does  not  provide 
for  a  better  equalization  of  the  burden 
of  business  taxes  which  falls  on  small 
firms,  such  as  were  provided  for  in  bills 
introduced  by  me  and  by  several  other 
Members  of  our  Small  Business  Com¬ 
mittee.  But  the  bill  does  make  some 
substantial  technical  adjustments 
which  will  be  greatly  helpful  to  small 
business.  Considering  that  we  are  in  a 
period  when  general  tax  reductions  can¬ 
not  be  made,  it  is  a  good  bill.  We  have 
good  reason  to  hope  that  the  Senate  will 
pass  it. 

We  also  have  reason  to  hope  that  be¬ 
fore  this  Congress  adjourns  we  will  have 
an  opportunity  to  pass  two  bills  that  will 
plug  certain  loopholes  in  our  antitrust 
laws  which  are  now  operating  to  de¬ 
stroy  thousands  and  tens  of  thousands 
of  small  firms  unfairly,  and  without  rea¬ 
sonable  cause.  One  of  these,  S.  11,  will 
give  small  firms  in  certain  industries 
better  protection  against  monopolistic 
discriminations  in  price.  This  bill  has 
been  reported  by  the  Senate  Committee 
on  the  Judiciary  and  it  seems  probable 
that  the  Senate  may  act  on  it  before 
adjournment.  The  House  passed  a  simi¬ 
lar  bill,  but  one  which  extended  the 
same  protection  to  small  business  in  all 
industries  in  1956  by  a  vote  of  393  to  3. 
I  have  no  doubt  that  the  House  would 
pass  overwhelmingly  the  S.  11  today,  if 
given  a  chance  to  do  so.  I  have  a  simi¬ 
lar  bill,  H.  R.  11,  in  the  House  which 
would  be  passed  immediately  if  and 
when  S.  11  passes  the  Senate. 

In  addition,  the  House  Committee  on 
the  Judiciary  has  held  hearings  on  a  bill 
which  will  plug  a  new  loophole  which 
was  found  to  exist  in  the  antidiscrimina¬ 
tion  laws  by  a  decision  of  the  Supreme 
Court  just  this  year.  This  bill,  H.  R. 
10243,  would  extend  to  the  person  who 
is  injured  by  a  violation  of  the  criminal 
antidiscrimination  law  the  same  right  to 
sue  and  recover  damages  that  is  ac¬ 
corded  to  a  person  who  is  damaged  by  a 
violation  of  the  civil  antidiscrimination 
law.  This  bill  has  been  approved  by  the 
Department  of  Justice,  by  the  Federal 
Trade  Commission,  and  by  the  Small 
Business  Administration.  Accordingly, 
there  is  good  reason  to  hope  that  we  will 
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have  a  chance  to  act  on  this  bill.  If 
this  is  so,  I  believe  that  the  House  will 
approve  it  quickly  and  overwhelmingly. 

LETTERS  OF  APPRECIATION 

The  following  is  typical  of  the  letters 
received  by  the  members  of  the  House 
Small  Business  Committee,  the  com¬ 
mittee  and  myself  in  appreciation  of  the’ 
work  we  have  done  for  the  cause  of 
small  business: 

Community  Merchants  Bureau, 

Houston,  Tex.,  August  2,  1958. 
Hon.  Wright  Patman, 

House  of  Representatives, 

Washington,  D.  C. 

My  Dear  Mr.  Patman;  The  85th  Congress 
really  seems  to  be  doing  things  that  will 
help  small-business  men  help  themselves. 

This  was  clearly  stated  in  Sylvia  Porter’s 
article  in  the  July  31,  1958,  issue  of  the 
Houston  Post,  and  she  gave  you  credit  for 
fighting  hard  for  the  new  system  of  local 
investment  companies  designed  to  assist 
small  concerns  with  some  of  their  financial 
problems.  I  hope  the  bill  passes. 

Now  that  the  Small  Business  Administra¬ 
tion  has  permanent  status,  with  authority 
to  make  loans  at  a  lower  rate  of  interest,  a 
larger  number  of  "smalls”  may  be  able  to 
survive  until  they  can  find  ways  and  means 
to  increase  their  sales  volume. 

The  tight  money — high  interest  situation 
was  not  of  their  making,  but  they  have  suf¬ 
fered  much  in  varying  degrees. 

Some  relief  from  high  tax  rates  is  cer¬ 
tainly  due  and  will  be  most  beneficial  at 
this  time. 

You  and  your  colleagues  deserve,  and  I  am 
sure,  will  receive  much  applause  and  many 
expressions  of  appreciation  from  your  many 
constituents.  I  wish  to  add  mine,  and  say 
thanks  for  your  untiring  efforts  on  behalf 
of  the  "smalls.” 

Sincerely  yours, 

W.  R.  Freeman, 
Owner-Manager. 

small  business  investment  act  is  most 
important 

Finally,  the  conference  report  on  the 
Small  Business  Investment  Act  which  is 
before  the  House  now  is  the  most  impor¬ 
tant  of  all. 

This  legislation  has  raised  high  hope 
for  small  business.  This  Small  Business 
Investment  Act  may  well  mark  a  turning 
point  for  small  business  in  this  country. 
It  could  be  the  beginning  of  a  reversal 
of  the  recent  trend  toward  the  disap¬ 
pearance  of  small  business  in  this  coun¬ 
try  and  the  trend  toward  giant  collec- 
tivisms  in  business. 

I  do  not  believe  that  it  is  necessary  to 
discuss  all  of  the  details  of  the  legisla¬ 
tion  again.  These  were  thoroughly  dis¬ 
cussed  when  we  debated  the  bill  just 
2  weeks  ago,  on  July  23.  At  that  time 
the  House  overwhelmingly  approved  this 
legislation. 

In  brief,  the  legislation  will  give  small 
firms  better  access  to  capital  than  they 
now  have.  It  will  do  something  for 
small  business  along  the  lines  that  the 
centralized  stock  and  bond  markets  do 
for  big  business. 

What  is  the  problem? 

This  has  previously  been  explained  in 
my  language;  it  has  been  explained  in 
the  language  of  our  Small  Business  Com¬ 
mittee’s  report;  it  has  been  explained  in 
the  language  of  the  Federal  Reserve 
Board;  and  it  has  been  explained  in  the 
language  of  countless  small-business 
people.  Let  me  explain  it  again  then 
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by  reading  a  few  paragraphs  from  Miss 
Sylvia  Porter’s  column  which  appears 
in  the  Washington  Evening  Star  today. 
Miss  Porter  is  a  brilliant  economist,  with 
a  great  deal  of  experience  inside  and  out 
of  the  financial  houses  of  Wall  Street, 
and  she  has  a  genius  for  putting  com¬ 
plex  economic  matters  in  terms  which 
are  understandable  and  interesting  to 
all  of  us.  In  her  column  today  she 
writes  about  this  legislation,  saying: 

MISS  SYLVIA  PORTER  CALLS  IT  A  TURNING  POINT 

New  Loan  System  for  Small  Firms 

The  banks  of  this  Nation  are  not  designed 
or  organized  to  provide  risk  capital  or  long¬ 
term  loans  for  small-business  firms.  This 
the  American  Bankers  Association  readily 
admits. 

The  capital  markets1  of  this  Nation  also  are 
not  set  up  to  provide  growth  capital  at  toler¬ 
able  cost  for  small  firms.  This  the  Invest¬ 
ment  Bankers  Association  readily  admits. 

Nor  are  the  existing  business-loan  pro¬ 
grams  of  the  Federal  Government  and  some 
of  the  States  geared  to  do  an  adequate 
job  of  meeting  small-business  needs  for  cap¬ 
ital  with  which  to  expand  and  grow.  Lend¬ 
ing  activities  of  Government  agencies  are 
comparatively  meager;  restrictions  on  their 
operations  just  about  prohibit  the  agencies 
from  making  the  type  of  loans  small-busi¬ 
ness  men  so  desperately  seek. 

For  years,  a  dangerous  vacuum  has  existed 
in  the  financing  system  of  this  country  and 
because  of  the  vacuum,  the  position  of  the 
small-business  man  in  America  has  steadily 
deteriorated. 

For  years,  a  force  toward  business  giant¬ 
ism  in  the  United  States  has  been  the  money 
squeeze  on  small  firms  and  because  small 
firms  have  simply  had  no  place  to  go  for 
adequate  long-term  financing,  increasing 
numbers  of  them  have  shriveled  and  died. 

•  *  : — *  *  » 

A  turning  point  for  small  business  will  be 
reached  when  the  Small  Business  Invest¬ 
ment  Act  of  1958  goes  on  the  books,  as  is 
anticipated  any  day. 

A  PRIVATE  ENTERPRISE  SOLUTION  TO  A  BIG  NEED 

Now  this  is  the  important  point  we 
must  bear  in  mind.  What  this  legisla¬ 
tion  does  is  help  to  get  started  private- 
enterprise  organizations  which  will  do 
the  work  of  financing  small  firms.  These 
small  business  investment  companies  will 
decide  which  small  firms  will  obtain 
financing  through  this  program.  They 
will  decide  which  firms  show  good  profit 
prospects  and  are  good  risks  for  equity 
capital.  They  will  decide  which  firms 
are  credit-worthy  to  receive  loans.  The 
small  business  investment  companies  to 
be  formed  under  this  bill  will  be  making 
risk-taking  decisions;  and  for  that 
reason  they  will  have  to  back  their 
decisions  by  a  large  proportion  of  their 
own  money.  This  is  the  main  feature 
of  the  legislation.  It  goes  to  the  very 
heart  of  the  problem.  It  meets  the  need 
which  is  not  now  being  met. 

In  other  words,  the  great  unmet 
financing  need  for  small  business  is  not 
in  loans  of  the  type  which  the  com¬ 
mercial  banks  can  make;  and  it  is  not 
in  loans  of  the  type  which  the  SBA  can 
now  make.  The  unmet  need  is  first  and 
foremost  for  risk  capital — in  other  words, 
for  risk  capital  that  will  share  in  the 
profits  of  the  small  firm,  if  there  are 
profits,  and  will  share  in  the  losses,  if 
there  are  losses. 

And  the  second  need,  which  is  almost 
equally  as  great,  is  for  long-term  loan 
capital. 


NEEDS  CANNOT  NOW  BE  MET  BY  SBA  OR 
COMMERCIAL  BANKS 

These  needs  can  never  be  met  by  com¬ 
mercial  banks;  and  they  can  never  be 
met  by  a  Government  agency. 

When  a  Government  agency  makes 
loans  or  advances  capital  to  business 
concerns,  it  must  have,  necessarily,  such 
standards  that  all  applicants  will  be 
treated  equally.  We  would  not  want  it 
any  other  way.  But  this  leaves  no  room 
for  venturesome,  risk-taking  decisions. 
The  necessary  result  is  that  the  stand¬ 
ards  are  loan  standards  and  they  go  to 
the  question  whether  the  loan  is  secured 
by  tangible  assets  which  would  cover 
the  loan  in  a  distress  sale.  Commercial 
bank  loans  must  pretty  much  meet  the 
same  standards,  or  be  for  short  terms 
and  be  in  very  small  amounts  relative  to 
the  assets  of  the  company  borrowing  the 
money. 

This  is  good  legislation.  It  is  legisla¬ 
tion  which,  for  the  first  time,  really 
comes  to  grips  with  the  financing  prob¬ 
lems  facing  small  business. 

The  small-business  investment  com¬ 
panies  will  be  formed  voluntarily.  They 
will  be  private  citizens,  not  Government 
employees.  Ten  or  more  people  can 
form  one  of  these  companies.  If  the 
company  is  approved  by  the  SBA,  it  can 
begin  business  on  $300,000  of  capital. 
Half  of  this  must  be  private  capital  and 
the  other  half  can  be  obtained  from  the 
SBA.  The  small-business  investment 
company  can  then  raise  additional  capi¬ 
tal  from  private  sources;  and  it  may,  in 
addition,  apply  to  SBA  for  a  loan  which 
will  not  exceed  50  percent  of  the  paid- 
in  capital  and  surplus.  Such  a  loan 
must,  however,  meet  SBA’s  require¬ 
ments,  and  it  must  be  secured  by  top 
priority  claim  on  the  assets  of  the  in¬ 
vestment  company. 

•  The  small-business  investment  com¬ 
pany  may  then  make  either  a  loan  to  a 
small  firm,  for  periods  up  to  20  years,  or 
it  may  take  convertible  debentures  in  the 
small-business  concern  in  return  for  its 
loan.  In  this  case,  the  investment  com¬ 
pany  has  the  option  of  converting  these 
debentures  into  stock  shares  in  the 
small-business  concern.  The  limitation 
is  that  an  investment  company  cannot 
use  more  than  20  percent  of  its  paid-in 
capital  and  surplus  to  finance  any  one 
small-business  concern. 

So,  the  bill  provides  for  just  what  is 
needed.  If  before  this  Congress  ad¬ 
journs  we  can  make  the  necessary  re¬ 
visions  in  the  Internal  Revenue  Code, 
which  were  contained  in  the  bill,  H.  R. 
12064,  as  originally  introduced  by  me  in 
the  House,  and  as  were  originally  in  the 
Senate  bill,  there  should  be  a  definite 
encouragement  for  the  organization  of 
these  small-business  investment  com¬ 
panies  to  get  underway  immediately. 
These  tax  provisions  are  now  in  H.  R. 
8381  which  I  understand  was  reported  by 
the  Senate  Finance  Committee  yester¬ 
day.  I  understand  further  that  the 
Ways  and  Means  Committee  of  the 
House  has  agreed  to  these  tax  revisions, 
so  we  should  have  an  opportunity  to 
complete  this  legislation  during  this 
Congress.  The  problems  of  small  firms 
all  over  the  Nation  are  very  grave,  and 
the  program  provided  for  in  this  legis¬ 
lation  cannot  be  put  into  practical  op¬ 


eration  a  year,  a  month,  or  a  minute 
too  soon. 

WILL  STRENGTHEN  STATE  AND  LOCAL  DEVELOP¬ 
MENT  COMPANIES 

In  addition,  there  are  provisions  in  the 
bill  whereby  SBA  can  make  loans  to 
State  development  companies.  These 
State  development  companies  have  been 
the  pioneers  in  the  effort  to  solve  small- 
business  financing  problems,  and  the 
mere  fact  that  these  State  development 
companies  have  survived  at  all,  is  a  con¬ 
siderable  mark  of  success.  They  will  be 
encouraged  and  strengthened  under  the 
bill.  Furthermore,  under  this  program 
the  SBA  can  make  certain  types  of  loans 
to  either  State  or  local  development 
companies.  These  loans  will  be  made 
for  relending  to  specific  small-business 
concerns,  and  they  will  have  to  meet  the 
standards  for  the  types  of  loans  which 
SBA  now  makes. 

CONFERENCE  COMMITTEE  ACCEPTED  MOST  OF  THE 
HOUSE  AMENDMENTS 

The  conference  report  accomplishes  all 
of  the  purpose  of  the  bill  which  the  House 
passed,  and  the  Senate  conferees  have 
agreed  on  substantially  all  of  the  House 
amendments  which  were  of  any  sub¬ 
stance. 

First  and  foremost  the  conferees  have 
agreed  to  the  amendment  which  the 
House  committee  put  into  the  bill  to  re¬ 
quire  that  funds  for  this  program  be 
appropriated,  rather  than  being  bor¬ 
rowed  from  the  Treasury.  The  Appro¬ 
priations  Committee  will,  therefore,  have 
control  and  have  the  final  say. 

On  one  substantive  difference  between 
the  House  and  Senate  versions  of  the 
bill,  the  conferees  have  agreed  with  the 
Senate  version.  The  bill  as  passed  by 
the  Senate  contained  a  provision — in 
section  601 — which  repealed  section  13 
(b)  of  the  Federal  Reserve  Act  which 
gives  authority  to  the  Federal  Reserve 
banks  to  make  working-capital  loans  to 
business  concerns.  In  addition,  another 
provision  of  the  Senate  bill — in  section 
602 — provided  that  the  funds  remaining 
in  Federal  Reserve’s  section  13  (b)  au¬ 
thority  would  be  used  to  finance  a  new 
program  of  grants,  studies,  research,  and 
counseling  of  small  business  under  the 
Small  Business  Act. 

There  has  been  no  diffei’ence  of  opinion 
about  repealing  the  Federal  Reserve’s 
lending  authority  under  section  13  (b). 
The  Federal  Reserve  Board  has  requested 
that  this  be  done.  The  difference  be¬ 
tween  the  Senate  bill  and  the  House  bill 
had  to  do  only  with  the  disposition  of 
the  funds  remaining  in  this  authority. 
The  House  Committee  on  Banking  and 
Currency  struck  the  Senate’s  provision 
to  authorize  these  funds  to  be  used  for 
research  and  counseling  and  substituted 
a  provision  that  these  funds  would  be 
paid  into  the  Treasury. 

MANAGEMENT  COUNSELING  FOR  SMALL 
BUSINESS 

The  conference  agreement  retains  the 
provision  of  the  Senate  bill,  with  tech¬ 
nical  amendments.  So,  the  conference 
report  contains  an  added  authority  for 
helping  small  business.  This  is  good. 
Most  of  us  will,  I  think,  be  pleased  with 
this  additional  help  for  small  business. 
The  grants  which  SBA  can  make  from 
these  funds  to  promote  management 
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counseling  for  small  firms  will  assist  in 
filling  an  important  need.  The  SBA 
people  have  felt  that  the  inadequacy  of 
such  counseling  constitutes  one  of  the 
most  serious  handicaps  which  many 
small  firms  face. 

Now  as  to  the  Halleck  amendment, 
which  was  adopted  on  the  floor  of  the 
House,  the  conferees  have  agreed  to 
this  but  have  added  saving  language 
which  carries  out  the  wishes  which  the 
author  of  the  amendment  expressed  at 
the  time  the  amendment  was  debated. 

As  will  be  recalled,  as  the  bill  was  re¬ 
ported  by  the  House  committee,  it  gave 
the  Small  Business  Administration  two 
authorities  with  respect  to  chartering 
the-small  business  investment  companies. 

First,  the  SBA  was  to  have  a  3 -year 
authority  in  which  it  could  charter 
small  business  investment  companies; 
after  3  years  any  newly  chartered  com¬ 
panies  would  have  to  be  chartered  by 
the  States. 

Second,  SBA  could  recognize  and  do 
business  with  small  business  investment 
companies  chartered  by  the  States,  pro¬ 
vided,  of  course,  the  companies  other¬ 
wise  met  SBA’s  standards. 

OVERCOMES  OBJECTION  OF  AMERICAN  BAR 
ASSOCIATION 

But  according  to  information  pre¬ 
sented  by  the  distinguished  gentleman 
from  Indiana  [Mr.  Halleck]  while  we 
were  debating  the  bill,  the  American  Bar 
Association  objected  to  the  SBA’s  hav¬ 
ing  authority  to  charter  any  investment 
company — during  the  next  3  years,  or  at 
any  time.  Consequently,  the  amend¬ 
ment  which  the  House  adopted  removed 
that  authority.  The  House  bill  then  re¬ 
quired  that  any  small  business  invest¬ 
ment  company,  to  be  eligible  to  operate 
under  this  program,  had  to  be  chartered 
under  State  law  for  the  purpose  of 
operating  under  this  program. 

There  is  some  doubt,  however,  whether 
existing  law  in  all  of  the  States  is  such 
that  the  small  business  investment  com¬ 
panies  contemplated  by  the  legislation 
could  be  chartered. 

Consequently,  the  conferees  have 
agreed  to  retain  the  substance  of  the 
Halleck  amendment,  but  added  certain 
saving  language  to  this  effect;  Where 
the  SBA  determines  that  the  law  of  the 
State  does  not  permit  the  chartering  of 
an  investment  company  to  operate  in 
accordance  with  the  purposes  of  the  act, 
the  SBA  may  issue  charters  in  such 
cases.  This  authority  is  limited  to  3 
years  however.  This  means  that  those 
States  which  do  not  have  laws  that 
allow  them  to  take  full  advantages  of 
this  legislation — if  there  are  such 
States — will  have  3  years  in  which  to 
bring  their  laws  into  line,  if  they  care  to 
do  so.  After  3  years,  SBA  will  not  have 
authority  to  issue  charters  in  any  of  the 
States,  under  any  circumstances. 

These  are  the  changes  of  substance 
which  the  conferees  have  made  in  the 
bill  which  the  House  passed  so  over¬ 
whelmingly  2  weeks  ago.  It  is  a  good 
bill.  It  will  open  new  frontiers  for  small 
business.  I  hope  that  the  House  will  ac¬ 
cept  the  conference  report. 

(Mr.  PATMAN  asked  and  was  given 
permission  to  revise  and  extend  his  re¬ 
marks  and  include  extraneous  matter.) 


Mr.  TALLE.  Mr.  Speaker,  will  the 
gentleman  yield? 

Mr.  BROWN  of  Georgia.  I  yield  to 
the  gentleman  from  Iowa. 

Mr.  TALLE.  Mr.  Speaker,  I  urge  the 
adoption  of  this  conference  report,  and 
I  commend  the  conferees  for  the  good 
work  they  have  done. 

The  bill  reported  by  the  Banking  and 
Currency  Committee  and  passed  by  the 
House  was  a  measure  that  had  received 
thorough  consideration.  The  committee 
was  aware  of  the  fact  that  this  was 
pioneer  legislation  and  required  the 
careful  thought  that  was  given  to  it. 

I  express  the  hope,  and  it  is  my  con¬ 
viction,  that  as  the  years  pass  this  legis¬ 
lation  will  prove  to  be  beneficial  to  our 
country. 

Mr.  McDONOUGH.  Mr.  Speaker,  will 
the  gentleman  yield? 

Mr.  BROWN  of  Georgia.  I  yield  to 
the  gentleman  from  California. 

Mr.  McDONOUGH.  As  an  associate 
conferee  and  a  member  of  the  House 
Banking  and  Currency  Committee  with 
the  gentleman  from  Georgia  [Mr. 
Brown]  I  approve  this  conference  re¬ 
port.  The  Senate  yielded  in  most  in¬ 
stances  to  the  House  bill,  so  we  have 
evidently  written  a  better  bill  than  they 
did.  I  hope  the  conference  report  will 
be  adopted. 

TODAY  MARKS  A  HOPEFUL  TURNING  POINT  FOR 
SMALL  BUSINESS 

Mr.  ROOSEVELT.  Mi’.  Speaker,  Miss 
Sylvia  Porter  has  devoted  her  entire 
column  to  the  Johnson-Patman  bill, 
which,  when  passed,  will  be  known  as 
the  Small  Business  Investment  Act  of 
1958.  Needless  to  say,  since  Miss  Porter 
is  an  acute  analyist  of  business  prob¬ 
lems,  she  hails  this  legislation  as  a 
“turning  point”  for  small  business. 

Both  the  Senate  and  the  House  passed 
this  bill  earlier  in  the  session,  and  today 
the  House  has  just  taken  a  wise  and 
important  step  in  accepting  the  confer¬ 
ence  report  on  this  bill.  The  bill  is  now 
well  on  its  way  to  passage;  we  may  even 
hope  that  the  Senate  will  accept  the 
conference  report  before  the  day  is  over. 

As  chairman  of  the  Subcommittee  on 
Distribution  of  the  House  Small  Busi¬ 
ness  Committee  during  the  past  4  years, 
I  have  had  the  experience  of  dealing 
with  the  problems  which  are  directly 
faced  by  the  overwhelming  majority  of 
small-business  firms.  These  are,  in 
short,  the  problems  which  are  real  and 
immediate  to  the  retail  firms,  the  whole¬ 
sale  firms  and  other  firms  making  up 
the  “distribution”  phases  of  American 
business,  and  these  make  up  a  large 
majority  of  all  small  firms  in  the 
country. 

And  everywhere  I  have  turned,  this 
problem  of  the  small  firm  obtaining 
financing'  has  been  acute  and  most  seri¬ 
ous.  Consequently,  after  these  close, 
personal  experiences,  I  cannot  help  feel¬ 
ing  some  considerable  pride  and  satis¬ 
faction  in  having  had  a  hand  in  this- 
small-business  legislation. 

I  was  happy  to  participate  in  drafting, 
and  in  introducing  as  coauthor,  the 
predecessor  bill  to  the  one  which  the 
House  has  just  passed  today.  This  was 
known  as  the  small-business  capital 
bank  bill  which  set  out,  I  think,  the 
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principles  and  the  guidelines  which 
seemed  to  me  best  suited  to  meet  the 
problem  of  small-business  financing.  It 
is  gratifying  that  the  legislation  we  have 
passed  today  did  not  lose  sight  of  these 
principles  and  these  guidelines.  They 
are  important.  It  is  important  to  assist 
free  enterprise  to  do  the  small-business 
financing  job;  not  merely  to  set  up  or 
expand  a  Government  bureau.  It  is  im¬ 
portant  that  the  new  financing  system 
become  profitable,  self-sustaining,  and 
independent,  so  that  it  can  be  cut  loose 
from  political  control  in  Washington  as 
•quickly  as  possible.  Only  this  will  lead 
to  a  permanent  solution  of  the  problem 
that  we  are  trying  to  solve. 

In  some  respects,  I  think  the  small- 
business  capital  bank  bill  as  we  origi¬ 
nally  introduced  it  would  have  been 
preferable.  However,  it  became  appar¬ 
ent  that  some  of  the  administration 
leaders  objected  to  setting  up  a  new 
system  of  small-business  financing  out¬ 
side  the  control  of  the  Small  Business 
Administration.  Accordingly,  I  believe 
that  the  distinguished  majority  leader 
of  the  Senate,  Senator  Johnson,  and  our 
own  distinguished  Small  Business  Com¬ 
mittee  chairman,  Wright  Patman,  were 
wise  in  introducing  a  substitute  bill 
which  puts  control  of  the  new  system  in 
the  SBA. 

The  question  now  is,  will  the  SBA 
handle  this  program  wisely  and  develop 
it  with  the  vigor  and  vision  which  has 
gone  into  the  legislation  itself.  It  is  on 
this  point  that  Miss  Porter  expresses  a 
reservation  about  the  new  program. 
She  ends  her  column  today  with  this 
statement : 

Of  course,  much  depends  on  how  vigorous¬ 
ly  the  SBA  administers  the  program  and  on 
how  enthusiastically  local  investors  coop¬ 
erate. 

Local  investors  will  undoubtedly  co- 
qperate,  and  cooperate  enthusiastically, 
if  SBA  provides  prompt  and  dynamic 
leadership.  I  hope  SBA  will  provide  that 
leadership;  I  like  to  believe  that  it  will. 
It  holds  a  large  part  of  America’s  future 
in  its  hand. 

For  the -interest  of  the  other  Mem¬ 
bers,  I  would  like  to  insert  the  full  text 
of  Miss  Porter’s  column,  today,  which 
is  as  follows: 

Your  Money’s  Worth 
(By  Sylvia  Porter) 

New  Loan  System  for  Small  Firms 

The  banks  of  this  Nation  are  not  designed 
or  organized  to  provide  risk  capital  or  long¬ 
term  loans  for  small-business  firms.  This, 
the  American  Bankers  Association,  readily 
admits. 

The  capital  markets  of  this  Nation  also 
are  not  set  up  to  provide  growth  capital  at 
tolerable  cost  for  small  firms.  This,  the 
Investment  Bankers  Association  readily  ad¬ 
mits. 

Nor  are  the  existing  business-loan  pro¬ 
grams  of  the  Federal  Government  and  some 
of  the  States  geared  to  doing  an  adequate 
Job  of  meeting  small-business  needs  for 
capital  with  which  to  expand  and  grow. 
Lending  activities  of  Government  agencies 
are  comparatively  meager;  restrictions  on 
their  operations  just  about  prohibit  the 
agencies  from  making  the  type  of  loans 
small-business  men  so  desperately  seek. 

I  For  years,  a  dangerous  vacuum  has  ex¬ 
isted  in  the  financing  system  of  this  country 
and  because  of  the  vacuum,  the  position  of 
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the  small -business  man  in  America  has 
steadily  deteriorated. 

For  years,  a  force  toward  business  giant¬ 
ism  in  the  United  States  has  been  the  money 
squeeze  on  small  firms  and  because  small 
firms  haye  simply  had  no  place  to  go  ifor 
adequate  long-term  financing,  increasing 
numbers  of  them  have  shriveled  and  died. 

Now,  though,  a  move  is  being  made  to  fill 
this  vacuum — as  a  result  of  the  long  efforts 
of  Senator  Sparkman,  Democrat,  of  Alabama, 
and  the  devoted  work  during  this  congres¬ 
sional  session  of  Senator  Johnson,  Demo¬ 
crat,  of  Texas,  and  Representative  Patman, 
Democrat,  of  Texas. 

A  turning  point  for  small  business  will  be 
reached  when  the  Small  Business  Investment 
Act  of  1958  goes  on  the  books — as  is  antici¬ 
pated  any  day. 

Question.  What  does  the  act  provide? 

Answer.  It  provides  that  Congress  will  ap¬ 
propriate  $250  million  for  the  Small  Business 
Administration  for  use  in  promoting  the  for¬ 
mation  of  local  small  business  investment 
companies  the  Nation  over.  These  com¬ 
panies  are  to  help  small  firms  get  risk  capital 
and  long-term  loans. 

Question.  How  will  the  local  investment 
companies  be  set  up  and  financed? 

Answer.  A  group  of  as  few  as  10  local  busi¬ 
nessmen  can  voluntarily  form  an  investment 
company  with  the  approval  of  the  SBA.  To 
start,  the  company  must  have  a  minimum  of 
$300,000  of  capital,  but  half  of  this  it  can  get 
from  the  SBA.  The  other  half  must  be  raised 
from  private  sources  and  the  company  can 
obtain  additional  capital  from  private  sources 
as  well. 

Question.  What  will  the  investment  com¬ 
panies  do  for  small  firms?  i 

Answer.  A  local  investment  company  may 
invest  risk  capital  directly  in  a  small  firm— 
actually  arrange  to  buy  stock  in  the  firm;  or 

It  may  make  a  long-term  loan  running  up 
to  20  years,  at  an  interest  rate  determined  by 
the  SBA  to  the  firm. 

The  only  key  limitation  is  that  the  invest¬ 
ment  company  can’t  lend  an  individual  small 
business  more  than  20  percent  of  its  total' 
capital.  j 

Of  course,  much  depends  on  how  vigorously 
the  SBA  administers  the  program  and  on  how, 
enthusiastically  local  investors  cooperate. 

Mr.  MULTER.  Mr.  Speaker,  I  do  hope 
that  S.  3651  as  brought  back  by  the  con-1 
ferees  will  do  the  job  that  the  bill  sets 
out  to  accomplish. 

When  I  objected  to  an  amendment  in ; 
the  Committee  of  the  Whole  that  struck 
out  the  provision  for  national  charters,  I 
made  it  clear  that  I  did  not  impugn  the 
sincerity  or  motives  of  the  distinguished 
gentleman  from  Indiana  [Mr.  Halleck], 
The  result  of  the  conference  shows  that 
he  was  right  about  improving  the 
amendment  and  at  the  same  time  proves 
me  right.  v 

I  urged  that  national  chartering 
be  continued  in  the  bill  because  it  was  in 
strict  consonance  with  the  principle  of  a 
dual  banking  system. 

I  hope  that  the  new  language  now  in 
the  bill  will  help  bring  that  about. 

The  purpose  of  this  new  language  is  to 
make  certain  that  the  SBA  will  have  the 
discretion  to  grant  national  charters 
whenever  and  wherever  it  appears  that  a 
small  business  investment  company 
cannot  operate  uhder  State  law.  That 
does  not  merely  mean  that  the  company 
can  be  chartered  under  State  law.  It 
means  that  the  State  law  and  its  inter¬ 
pretation  and  enforcement  will  permit 
such  companies  to  operate  fairly  and 
profitably.  If  State  law  or  the  admin¬ 
istration  thereof  unduly  restricts  or  im¬ 


pedes  such  operation,  whether  by  bur¬ 
densome  taxation  or  otherwise,  the 
Administrator  may  issue  a  national 
charter. 

I  trust  that  SBA  will  interpret  and 
implement  the  statute  liberally  with  a 
view  to  bringing  to  small  business  the 
financial  assistance  that  has  been  lack¬ 
ing  for  too  long. 

The  SPEAKER.  The  question  is  on 
the  conference  report. 

The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table. 


GENERAL  LEAVE  TO  EXTEND 

Ir.  BROWN  of  Georgia.  Mr.  Speaker, 
I  &ek  unanimous  consent  that  all  Mem- 
bers\have  5  legislative  days  in  which  to 
extend  in  the  permanent  Record  on  the 
bill  sSy  3651  immediately  before  the 
adoptioK  of  the  conference  report  and 
include  extraneous  matter. 

The  SPEAKER.  Is  there  objection  to 
the  reques\  of  the  gentleman  from 
Georgia? 

There  was  ndsobjection. 

PROMOTE  THE  'DEVELOPMENT 
COAL  ON  PUBLIC  DOMAIN 

Mr.  ROGERS  of  Tefcas.  Mr.  Spc 
I  call  up  the  conference  report 
bill  (S.  2069)  to  amend  section  2)f  of  the 
Mineral  Leasing  Act  ofxEebr'uary  25, 
1920,  as  amended,  in  ordeXto  promote 
the  development  of  coal  qnVthe  public 
domain,  and  ask  unanimous  consent 
that  the  statement  of  tine  managers  on 
the  part  of  the  House,©6  read  imjieu  of 
the  report. 

The  Clerk  read  tefe  title  of  the  blU. 

The  SPEAKER^/  Is  there  objection. to 
the  request  o  1/  the  gentleman  froV 
Texas? 

There  was  rib  objection. 

The  Clerkq-ead  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  August  6, 
1958.) 

Th/  SPEAKER.  The  question  is  on 
the/conference  report. 

"he  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
'table. 


ANTIDUMPING  ACT,  1921 

Mr.  MILLS/  Mr.  Speaker,  I  call  up 
the  conference  report  on  the  bill  (H.  R. 
'6006)  to  amend  certain  provisions  of  the 
Antidumping  Act,  1921,  to  provide  for 
greater  certainty,  speed,  and  efficiency 
in  the  enforcement  thereof,  and  for  other 
purposes,  and  ask  unanimous  consent 
that  the  statement  of  the  managers  on 
the  part  of  the  House  be  read  in  lieu  of 
the  report. 

The  Clerk  read  the  title  of  the  bill. 

The  SPEAKER.  Is  there  objection 
to  the  request  of  the  gentleman  from 
Arkansas? 

There  was  no  objection. 

The  Clerk  read  the  statement. 

(For  conference  report  and  statement, 
see  proceedings  of  the  House  of  August 
1,1958.) 

The  SPEAKER.  The  question  is  on 
the  conference  report. 


The  conference  report  was  agreed  to. 

A  motion  to  reconsider  was  laid  on  the 
table.  v 

(Mr.  MILLS  asked  and  was  given  per 
mission  to  extend  his  remarks  at  this 
point  in  the  Record.) 

Mr.  MILLS.  Mr.  Speaker,  as  it  Point¬ 
ed  out  in  the  statement  of  the  msmagers 
on  the  part  of  the  House,  under  section 
201  (a)  of  the  Antidumping/Act,  1921, 
whenever  the  Secretary  of  j»e  Treasury 
determines  that  a  class  or  kind  of  foreign 
merchandise  is  being — or/ls  likely  to  be — 
sold  in  the  United  States  or  elsewhere  at 
less  than  its  fair  valui£  he  is  required  to 
so  advise  the  Unitecr  States  Tariff  Com¬ 
mission.  Within  ^months  thereafter  the 
Tariff  Commission  is  required  to  deter¬ 
mine  whether  am  industry  in  the  United 
States  is  being  or  is  likely  to  be  injured, 
or  is  prevented  from  being  established,  by 
reason  of  zhe  importation  of  such  mer¬ 
chandise/into  the  United  States.  After 
such  investigation  as  it  deems  necessary, 
the  Tariff  Commission  is  required  to  no¬ 
tify/the  Secretary  of  the  Treasury  of  its 
determination. 

'The  Senate  amended  the  House  bill  by 
''adding  a  provision  under  which,  for  pur¬ 
poses  of  section  201  (a)  of  the  Antidump¬ 
ing  Act,  the  Tariff  Commission  shall  be 
deemed  to  have  made  an  affirmative  de¬ 
termination  if  first,  the  Commissioners 
of  the  said  Commission  voting  are  evenly 
divided  as  to  whether  its  determination 
should  be  in  the  affirmative  or  the  nega¬ 
tive;  or,  second,  the  said  Commission 
shall  fail  to  make  a  determination  within 
the  said  3  months'  period. 

Under  the  conference  agreement,  for 
purposes  of  section  201  (a)  of  the  Anti¬ 
dumping  Act,  the  Tariff  Commission 
shall  be  deemed  to  have  made  an  affirma¬ 
tive  determination  if  the  Commissioners 
of  the  said  Commission  voting  are  evenly 
divided  as  to  whether  its  determination 
should  be  in  the  affirmative  or  the  nega- 
ive.  \ 

(Mr.  REED  asked  and  was  given  per- 
mi^ion  to  extend  his  remarks  at  this 
poinVjn  the  Record.) 

Mr/REED.  Mr.  Speaker,  I  support  the 
adoption  of  the  report  of  the  managers 
on  the  pkrt  of  the  House  in  the  confer¬ 
ence  on  HSB.  6006. 

This  legislation  would  make  important 
improvements  in  the  Antidumping  Act 
of  1921  as  amended.  The  Senate  in 
acting  on  the  liouse-passed  version  of 
this  legislation  provided  two  substantive 
amendments  to  thS  bill.  These  amend¬ 
ments  relate  to  the  isrovision  of  the  law 
that  requires  the  Tariff  Commission 
within  3  months  to  determine  whether  a 
domestic  industry  is  being,  or  is  likely 
to  be,  injured,  or  is  prevented  from  being 
established,  by  reason  of  \he  importa¬ 
tion  of  merchandise  into  Nlie  United 
States  under  circumstances  dumping. 
The  3 -month  period  begins  N  run  by 
notification  to  the  Tariff  Commission  by 
the  Secretary  of  the  Treasury  that  for¬ 
eign  merchandise  is  being  sold  in.  the 
United  States  at  less  than  its  fair  vahie. 
The  two  Senate  amendments  would  haN(e 
provided,  first,  that  in  instances  wher 
the  Commissioners  of  the  Tariff  Com-> 
mission  are  evenly  divided  as  to  whether 
an  injury  determination  should  be  made 
in  the  affirmative  or  in  the  negative,  the 
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Agreed  to  the  conference  report  on  S,  2069,  to  amend  the  Mineral  Leasii 
Act  to  promote  the  development  of  coal  on  the  public  domain.  This  bill  j  Lll 

now  be  sent  to  the  President,  p.  15164 

\ 

23.  APPROPRIATIONS,  Agreed  to  the  conference  report  on  H.  R.  13015,  the  Military 

construction  appropriation  bill  for  1959,  This  bill  will  now  be  spilt  to  the 
President,  pp.  15148-53 

24.  DESERT- LAND  ENTRIES;  RECLAMATION.  Adopted  S.  Con.  Res.  11  'S.  Con.  Res. 

113,  to  request  the  President  to  return  enrolled  bills  S.  to  permit 

desert  land  entries  on  disconnected  tracts  of  land  up  to  :res,  and 

S.  4002,  to  authorize  the  Grey  Reef  dam  and  reservoir  as  jf  the  Glendo 

unit,  Missouri  River  Basin  project,  to  be  reenrolled  witjtf  ain  language 
changes,  p.  1513( 
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25.  MARGARINE.  The  Armed\Services  Committee  ordered  re 
H.  R.  912,  to  amend  the  Navy  ration  statute  to  pe 
margarine  and  margarine^  pp.  D810-11 


6.  PERSONNEL.  The  Post  Office\and  Civil  Service  fomittee  ordered  reported  with¬ 
out  amendment  H.  R.  1168,  t\  restore  the  paj  officers  or  employees  to  the 
level  of  the  grade  held  beforq  downgrading  i  ertain  cases,  p.  D811 


27. 


FORESTRY.  Sen.  Clark  called  attention  to 
serted  two  articles  on  the  development 
15135-6 


'ted  with  amendment 
Lt  the  serving  of  oleo- 


rorestry  expansion  in  Pa. ,  and  in- 
the  paper  industry  there,  pp. 


28.  SMALL  BUSINESS.  Agreed  to  the  conference  report  on  S.  3651,  the  Small  Business 
Investment  Administration  bill.  This  bill  will  now  be  sent  to  the  President, 
pp.  15159-61  


"Sens . Thye ,  Sparkman ,  Mundt  ,y  and  Bridge^  discussed  passage  of  the  small 
business  tax  revision  bill, 
of  Sen.  Thye  for  small  busin 
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d  Sens.  Mundt  and  Bridges  commended  the  efforts 
pp.  15156-9 


29. 


30. 


ECONOMIC  SITUATION.  Sen.  Martin,  Pa.,  asserted  that  inflation  can  only  be 
solved  by  a  mechanism  to/tie  wage  increases  to  productivity  gains  and  stated 
that  the  addition  of  pyice  stability  as  a  goal  to  the  Employment  Act  of  1946 
would  be  of  little  vajtue  in  securing  confidence  in  the  Government,  pp. 
15161-2 

/ 

LEGISLATIVE  PROGRAMS.  Sen.  Mansfield  announced  the  addition  of  S.  4146,  to 
provide  incentive  payments  to  producers  of  strategic  minerals,  and  S.  4162, 
to  amend  the  Defense  Production  Act  to  increase  the  amount  of  the  loan  fund, 
to  the  list  of  bills  for  consideration  on  Fri.,  Aug.  8.  He  stated  there 
would  be  no  /session  on  Sat.,  Aug.  9.  A  call  of  the  Calendar  was  ordered  for 
Mon.,  Aug./ll.  pp.  15156,  15166 


ITEMS  IN  APPENDIX 


\ 


TVA.  /Extension  of  remarks  of  Rep.  Dooley  opposing  S.  1869,  which  would 
authorize  TVA  to  issue  and  sell  bonds  to  assist  in  financing  power  programs. 

,  A7102-3  \ 

Extension  of  remarks  of  Rep.  Byrne  opposing  this  bill,  favoring  the  omni¬ 
bus  rivers  and  harbors  bill  and  the  St.  Lawrence  seaway,  pp.  A7104-5 

32.  FAIR  TRADE.  Rep.  Alger  inserted  "pertinent"  remarks  on  the  proposed  fair  trade 
bill  made  by  Robert  A.  Bicks  of  the  Justice  Department's  Antitrust  Division, 
pp.  A7118-9 


19. 
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HILL.  Several  Representatives  paid  tribute  to  the  service  of  Rep. 
iking  minority  member  of  the  Agriculture  Committee,  who  is  retiring 
ress  after  this  session,  pp.  15223-25 


15.  LEGISLATIVE  PROGRAM.  At  the  request  of  Rep.  McCormack  unanimous  consent  was 

granted  for  consideration  of  bills  under  suspension  of  the  rules  Mon.,  Aug.  11. 
Rep.  McCormack  announced  that  "as  far  as  the  House  is  concerned,/ we  could 
clean  up  our  business  pretty  much  in  the  next  10  days,  the  next  week,  probably, 
but  the  next  10  days,  anyway."  He  also  announced  that  the  private  calendar 
will  be  called  Wed. ,  Aug.  13.  p.  15169 


SENATE 


16.  FARM  PROGRAM.  Sen.  Stennis  stated  that  defeat  of  the  fdirm  bill  in  the  House 
might  have  an  adverse  effect  on  cotton,  and  urged  that  those  concerned  meet 
with  Secretary  Benson  in  an  effort  to  reach  some  agreement.  Sen.  Aiken  agreed 
and  said  he  would  favor  calling  Congress  back  int<yspecial  session  on  the 
cotton  problem  if  legislation  were  not  agreed  to /before  adjournment, 
pp.  15137-8 

Sens.  Proxmire  and  Humphrey  criticized  Secretary  Benson  for  the  present 
farm  program  and  asserted  that  it  was  hurting  the  farmer  while  "wasting  the 
taxpayers'  money"  due  to  alleged  inefficiencies  in  operating  the  program, 
pp.  15143-5 


Sen.  Proxmire  analyzed  the  bills  he  has  introduced  in  this  session  and 


asserted  that,  if  enacted,  they  would  result  in  $700  million  net  savings, 
including  $1  billion  from  adoption  of  /.  2952,  his  general  farm  bill,  pp, 
15139-43 


17.  ONION  FUTURES.  Agreed  to  the  conference  report  on  H.  R.  376,  to  prohibit 

trading  in  onion  futures.  The  report  reduces  the  maximum  penalty  for  viola¬ 
tion  from  $10,000  fine  plus  inprisonment  to  $5,000,  and  retains  onions  under 
the  jurisdiction  of  CEA,  p.  L5133 


\ 


18.  FARMER  COMMITTEES.  Began  debate  on  S.  1436,  to  amend  the  Soil  Conservation 
and  Domestic  Allotment  Act  to  revise  the  procedures  governing  the  election 
of  farmer  committemen  and  the  administration  of  the  farm  program  by  the  com- ^ 
mittees.  Sens.  Proxmire  and  Humphrey  urged  enactment  of  the  bill  in  order  to— 
strengthen  local  controls  over  farm  programs,  pp.  15161,  15164-6 


SEED  WHEAT.  Passed  Without  amendment  H.  R.  11581,  to  remove  wheat  for  seeding 
purposes  which  has  been  treated  with  poisonous  substances  from  the  unfit  for 
human  consumption  category  of  Sec.  22  of  the  Agricultural  Adjustment  Act  of 
1933.  S.  666,  a  similar  bill,  was  indefinitely  postponed.  This  bill  will 
now  be  sent  to  the  President,  pp.  15133,  15153 


20. 


SURPLUS  COMMODITIES;  FOREIGN  TRADE.  Passed  without  amendment  H.\R.  13268,  to 
authorize  CCC  to  purchase  flour  and  cornmeal  for  donation  instead  of  being 
limited  to  having  such  products  processed  from  its  own  stocks.  s\3858,  a 
similar  bill,  was  indefinitely  postponed.  The  House  report  was  printed  in 
the  Record  (pp.  15153-5) .  This  bill  will  now  be  sent  to  the  Presidei 
p.  1/155  j 


21.  WOOt.  Sens.  Mansfield  and  Neuberger  urged  extension  of  the  National  Wool ^ct. 
ip.  15163-4 


22/  MINERALS.  Agreed  to  the  House  amendment  to  S,  3817,  to  encourage  exploration 
for  minerals  in  the  U.  S.  This  bill  will  now  be  sent  to  the  President, 
p.  15139 
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ecause  she  Is  the  only  lady  In  the  Senate, 
Margaret  Chase  Smith  is  almost  a  household 
nameX  But  how  many  people  outside  New 
England  realize  that  Maine  has  another  ex- 
tremely\ffectlve  Senator  in  Frederick  G. 
Payne? 

.  These,  tlilsp  are  my  selections  for  Sena¬ 
tors  Anonymous — Hayden,  Murray,  Thye, 
Young,  AncEN/^nd  Payne.  The  first  2  are 
Democrats,  the  remaining  4  Republicans. 

You  may  have\emarked  the  absence  of 
southerners  from  my  anonymity  team.  No 
southern  Senator  cairbe  really  anonymous  in 
this  period  of  civil-ri^ht  strife.  He  can’t 
help  being  caught  up  and^publicized  by  con¬ 
troversy.  The  one  who  cotaes  the  closest  to 
making  the  squad  is  A.  Wallis  Robertson. 
Maybe  you  didn’t  know  thatNhrginia  had  a 
Senator  besides  Harry  F.  ByrdN, 

Far  and  away  the  most  powerful  man  in 
the  Senate  is  Arizona’s  80-year-old,  Hayden. 
He’s  been  in  Congress  longer  than  hny  man 
in  history— a  year  longer  than  the  rattier  ex¬ 
tensively  publicized  Speaker  Sam  Rayburn. 

An  illustration  of  how  Hayden  is  sought 
after:  At  the  beginning  of  this  85th  Con¬ 
gress,  Senator  Dennis  Chavez,  of  New  Mex* 
ico,  was  notified  that  seniority  entitled  him 
to  a  desk  in  the  front  row.  Chavez  asked 
Just  one  question: 

“Where  is  Carl  going  to  sit?” 

“In  the  next  to  last  row,”  he  was  told. 

“That’s  where  I  sit,  too,”  declared  Chavez. 

I  have  many,  many,  more  things  to  tell 
you  about  my  team  of  Senators  Anonymous, 
but  they  can’t  all  be  crowded  in  here.  I  will 
regale  you  with  more  about  the  silent  squad 
in  a  subsequent  column. 

[From  the  Washington  Post  and  Times 
Herald  of  July  8,  1958] 
“Anonymouselike”  Hayden 
(By  George  Dixon) 

I  began  discussing  the  matter  of  less 
publicized  Senators  in  a  previous  piece,  but 
got  so  wound  up  I  couldn’t  get  it  all  in  one 
column.  This  is  a  piece  I’ve  been  wanting 
to  do  for  a  long  time,  and  have  amassed 
an  overwealth  of  material.  Here  goes  for 
more  on  the  subject: 

As  I  pointed  out,  the  most  powerful,  but 
in  some  ways,  the  least  known  Senator  is 
Carl  Hayden,  of  Arizona.  He  is  the  dean 
of  the  Senate,  but  manages  to  remain  al¬ 
most  as  anonymous  in  Washington  as  the 
rest  of  the  country.  .• 

He  is  a  soft-spoken  man,  but  every  time 
his  name  gets  in  the  press  he  shouts.  When 
he  sees  any  mention  of  himself,  even  the 
most  laudatory,  he  summons  his  staff,  ant 
bellows : 

“Who  in  hell  told  ’em  this?” 

I  asked  Senator  Hayden  why  he  shuns'' the 
limelight.  He  replied  that  he  made  Up  his 
mind  to  stay  in  the  background  bis  first 
week  in  Congress — which  was  46  y6ars  ago. 
He  said  his  decision  was  cemented  by  a 
now  long-departed  Senator — ymose  name 
Hayden  says  he  can’t  even  rejnember — who 
took  him  aside  and  said : 

“Young  feller,  you’ve  got/&  choice — either 
be  a  workhorse  or  a  shoi 

Hayden  is  the  captain  pt  my  team  of  Sena¬ 
tors  Anonymous. 

My  No.  2  anonymoiutfe-like  solon  is  Senator 
James  E.  Murray,  or  Montana.  He  is  the 
fourth-ranking  Member  of  the  Upper  House 
of  Congress.  He  is  82,  and  chairman  of  the 
potent  Interior /Committee.  His  philosophy 
of  reticence  isybest  illustrated  by  this: 

Murray  told  his  office  staff  a  while  back 
that  he  was'  violently  opposed  to  a  mining 
program  advanced  by  Secretary  of  the  Inte¬ 
rior  Fred'  A.  Seaton.  The  staff  figured  this 
was  a  heaven-sent  opportunity  for  a  Demo¬ 
crat  to  sock  the  Republican  administration. 

le  staffers  got  together  like  fiery  dragons 
and  prepared  a  rip-snorting,  sure-to-grab- 
eadlines  speech  for  Murray  to  deliver  on 
the  Senate  floor. 


Murray  rendered  his  helpers  morose  for 
days.  He  tossed  the  brimstone  speech  in  the 
wastebasket,  saying  apologetically : 

“Aw,  I  don’t  talk  like  that." 

My  No.  3  anonymouser  really  has  had  to 
dodge  purposefully  to  keep  out  of  the  lime¬ 
light  glare  because  he  was  twice  elected  Gov¬ 
ernor  of  Minnesota  before  he  came  to  the 
Senate,  and  Minnesota  former  Governors  have 
a  habit  of  making  themselves  known  to  the 
Nation.  I’m  sure  you  have  heard,  of  Harold 
Stassen.  But  62-year-old  Edward  J.  Thye 
has  made  almost  a  fetish  of  keeping  in  the 
shade. 

He  is  far  from  taciturn,  however.  He  is 
approachable  at  all  times.  He  spent  more 
than  2  hours  explaining  his  philosophy  of 
reticence  to  me. 

“My  experience  has  been,”  he  told  me, 
“that  a  Senator  can  be  five  times  as  effective 
in  a  quiet  corner,  or  a  committee  chamber, 
as  on  the  Senate  floor.  More  good  legislation 
is  delayed,  defeated,'  or  distorted  by  fan- 
faring  than  by  any  other  agency. 

“Give  me  20  minutes  in  the  corner  of  a 
cloakroom  with  a  reasonable  Senator — of 
whom  there  are  many  on  both  sides  of  the  po¬ 
litical  aisle — and  I  can  do  more  to  win  him 
round  to  my  way  of  thinking  than  I  coulc 
wryi  a  24-hour  filibuster.” 

iye  seems  to  have  proved  this.  As'  a 
member  of  the  Appropriations  Committee 
he  hag\  gotten  increased  funds  for  cancer, 
heart,  aHd  cerebral  palsy  research,  without 
receiving  very  much  public  credit. 

He  is  no\  in  a  tough  fight  fql'  political 
survival.  TheyDemocrats  have  put  the  vigor- 
out,  42-year-old,  Representative  Eugene  J. 
McCarthy  up  against  him  for  his  Senate 
seat. 

But  Thye  isn’t  evbn  makihg  much  noise  in 
his  campaigning.  He\asii’t  even  pointed  out 
that  a  victory  for  his^opponent  will  mean 
another  McCarthy  inythli  Senate. 

I’ve  run  out  of  spatie  again  without  finish¬ 
ing  with  my  Senates  Anonymous.  I’ll  con¬ 
clude  it  tomorrow/ 


Mr.  BRIDGES.  Mr.  President,  I  de¬ 
sire  to  associate  myself  with  thXwell  de¬ 
served  tribute  paid  to  the  senioXsena- 
tor  from/ Minnesota  [Mr.  Thye]  by  my 
friend /.and  colleague,  the  senior  Sena¬ 
tor  from  South  Dakota  [Mr.  Mundt]  . 

ig  Ed  Thye,  as  his  friends  affection¬ 
ately  call  him,  is  one  of  the  hardest 
forking  and  most  effective  Senators  of 
’'this  body.  The  people  of  Minnesota  ap¬ 
preciate  this  because  when  they  sent 
him  here  to  represent  their  State  for 
his  second  term,  they  elected  him  by  the 
largest  total  vote  ever  given  a  candi¬ 
date  from  Minnesota  for  the  Senate 
from  that  State.  And  he  led  the  Re¬ 
publican  ticket  both  in  total  vote  and 
percentage.  I  am  sure  that  he  will  re¬ 
peat  this  victory  in  1953. 

As  a  fellow  member  with  Senator 
Thye  on  the  Appropriations  Committee, 
I  can  vouch  for  the  fact  that  not  only 
is  he  a  most  effective  member  of  the 
Committee,  but  his  subcommittee  as¬ 
signments  are  extremely  important. 
They  cover  a  wide  range  of  governmen¬ 
tal  activities  from  soil  conservation  and 
forestry  to  the  Defense  Department, 
Labor,  Public  Works,  and  Health,  Edu¬ 
cation,  and  Welfare. 

FRIEND  OF  SMALL  BUSINESS 

Small  business  never  had  as  great  a 
friend  as  it  has  in  Ed  Thye.  He  fought 
for  the  Small  Business  Administration 
and  finally  this  year,  he  saw  his  work 
crowned  with  the  giving  of  that  Admin 
istration  a  permanent  status. 


Senator  Thye  has  a  long  record  of 
firsts  since  he  has  been  a  Member  M  the 
Senate.  He  was  the  author  of  tlie  first 
mandatory  supports  for  dairy  .products. 
He  was  coauthor  of  Public  Latv  480,  au¬ 
thorizing  the  sale  of  surplus  farm  prod¬ 
ucts  to  foreign  countries  /find  also  the 
originator  and  coauthor  of  the  Soil-Bank 
plan.  He  is  the  author  of  the  Thye- 
Mundt  family  farm  bill  designed  to 
strengthen  the  position  of  the  Nation’s 
family  farms.  He/was  instrumental  in 
establishing  what/is  now  known  as  the 
Farm  Home  Administration. 
one  of  fathers'  of  school  milk  program 

It  was  he  who  introduced  legislation  to 
establish  and  continue  the  school-milk 
program  , and  to  increase  appropriations 
for  sch^Ol-lunch  programs.  He  was  re¬ 
sponsive  for  the  Thye  amendment  to 
the  Jdutual  Security  Act  concerning  in¬ 
ternational  cartels  and  artificial  trade 
barriers.  This  amendment  helped  pre¬ 
rent  world  monopoly  of  various  prod¬ 
ucts  by  a  single  company  or  group  of 
companies  which  could  have  maintained 
a  stranglehold  over  vital  materials  and 
foodstuffs.  A  list  of  his  accomplishments 
is  long  and  varied. 

Ed  Thye  is  not  a  bombastic  individual, 
he  accomplishes  more  in  his  quiet  way 
and  by  being  on  the  job  representing  not 
only  the  good  people  of  his  State  of  Min¬ 
nesota,  but  also  fighting  for  what  he  be¬ 
lieves  is  the  best  welfare  of  all  citizens  of 
the  United  States. 

With  a  record  like  that — with  his  dili¬ 
gence — with  his  outstanding  abilities — 
we  are  looking  forward  to  having  him 
working  side  by  side  with  us  for  the  next 
6  years. 

AVAILABILITY  OF  EQUITY  CAPITAL 

AND  LONG-TERM  CREDIT  FOR 

SMALL  -  BUSINESS  CONCERNS— 

CONFERENCE  REPORT 

Mr.  CLARK.  Mr.  President,  I  submit 
a  report  of  the  committee  of  conference 
on  the  disagreeing  votes  of  the  two 
Houses  on  the  amendments  of  the  House 
to  the  bill  (S.  3651)  to  make  equity  capi¬ 
tal  and  long-term  credit  more  readily 
available  for  small-business  concerns, 
and  for  other  purposes.  I  ask  unani¬ 
mous  consent  for  the  present  considera¬ 
tion  of  the  report. 

The  PRESIDING  OFFICER  (Mr. 
Javits  in  the  chair) .  The  report  will  be 
read  for  the  information  of  the  Sen¬ 
ate. 

The  legislative  clerk  read  the  report. 

(For  conference  report,  see  House  pro¬ 
ceedings  of  August  6,  1958,  pp.  15042- 
15043,  Congressional  Record.) 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  present  consideration  of 
the  report? 

There  being  no  objection,  the  Senate 
proceeded  to  consider  the  report. 

Mr.  CLARK.  Mr.  President,  I  am 
pleased  to  recommend  that  the  Senate 
approve  the  action  of  the  conference 
committee  on  S.  3651,  the  Small  Busi¬ 
ness  Investment  Act  of  1958.  In  my 
opinion,  this  bill  represents  one  of  the 
most  important  actions  of  the  85th  Con¬ 
gress.  It  will  enable  the  formation  of 
private  small  business  investment  com- 
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panies  to  help  supply  long-term  debt  and 
equity-type  capital  to  small-business 
concerns.  The  bill  also  authorizes  loans 
to  State  and  local  development  com¬ 
panies  and  authorizes  Federal  grants 
for  studies,  research,  and  counseling  re¬ 
lating  to  managing,  financing,  and  oper¬ 
ating  small-business  concerns. 

The  bill  was  explained  and  discussed 
at  length  when  it  passed  the  Senate  on 
June  9,  1958.  Consequently,  my  remarks 
will  be  devoted  primarily  to  changes 
agreed  to  by  the  conference  committee. 
Although  the  Senate  receded  upon  sev¬ 
eral  matters  of  substance,  only  two  of 
these  are  of  major  importance. 

As  passed  by  the  Senate,  S.  3651  au¬ 
thorized  the  Small  Business  Administra¬ 
tion  to  charter  small  business  investment 
companies  during  the  period  from  the 
date  of  enactment  through  June  30, 
1961.  The  House  of  Representatives  de¬ 
leted  this  authority,  thus  requiring  that 
all  small  business  investment  companies 
be  chartered  under  State  law.  The  ma¬ 
jority  of  the  Senate  conferees  were  fear¬ 
ful  that  the  amendment  of  the  House 
would  have  made  it  most  difficult,  if  not 
impossible,  for  small-business  companies 
to  operate  as  contemplated  by  the  bill, 
in  some  -States.  The  House  conferees 
were  persuaded  of  this  view,  and  the 
Senate  language  was  accepted  with  a 
slight  modification.  As  reported  by  the 
conference,  small  business  investment 
companies  must  be  chartered  under 
State  law  unless  the  Small  Business  Ad¬ 
ministration  determines  that  such  com¬ 
panies  cannot  be  chartered  under  the 
laws  of  a  State  and  operate  in  accord¬ 
ance  with  the  purpose  contemplated  by 
S.  3651.  This  authority  in  the  Small 
Business  Administration  will  terminate 
on  June  30,  1961,  by  which  time  it  is  be¬ 
lieved  that  all  States  will  have  had  an 
opportunity  to  enable  the  formation  of 
small  business  investment  companies 
with  adequate  powers  to  operate  in  ac¬ 
cordance  with  the  Small  Business  In¬ 
vestment  Act  of  1958. 

The  other  matter  of  significance  in¬ 
volves  the  establishment  of  the  SBA  re¬ 
volving  fund  under  which  loans  will  be 
made  to  small  business  investment  com¬ 
panies  and  State  and  local  development 
companies.  The  bill  as  passed  by  the 
Senate  established  a  $250  million  revolv¬ 
ing  fund  to  be  made  available  by  Treas¬ 
ury  borrowing,  of  which  $50  million 
could  have  been  borrowed  during  the 
first  year  of  operations,  and  an  addi¬ 
tional  $100  million  during  the  second 
year  of  operations.  The  House  amended 
this  portion  of  the  Senate  bill  to  require 
that  the  revolving  fund  be  established  by 
direct  appropriations.  The  House  con¬ 
ferees  were  adamant  in  their  support  of 
the  House  amendment  and  were  unwill¬ 
ing  to  compromise  this  question  in  any 
way.  The  majority  of  the  Senate  con¬ 
ferees  reluctantly  agreed  to  accept  the 
House  amendment. 

In  agreeing  to  this  amendment,  it 
should  be  clearly  understood  that  the 
majority  of  the  Banking  and  Currency 
Committee  are  not  persuaded  that  pro¬ 
grams  of  this  kind  are  more  properly  es¬ 
tablished  by  appropriated  funds.  On 
the  contrary,  we  believe  that  Govern¬ 
ment  lending  programs  represent  a  form 
of  investment  as  distinguished  from  an 


expenditure  and  are  quite  properly  fi¬ 
nanced  by  borrowing  from  the  Treasury. 
For  the  information  of  the  Senate,  I 
will  quote  a  portion  of  the  statement 
of  the  managers  on  the  part  of  the 
House  of  Representatives  on  this  sub¬ 
ject: 

In  view  of  the  fact  that  It  has  been 
argued  recently  that  public  debt  financing 
could  not  be  provided  in  this  bill  under 
the  Constitution  and  the  rules  of  the 
House,  the  committee  of  conference  wishes 
to  emphasize  that  in  agreeing  to  the  House 
amendment  op.  this  point  they  do  not  in 
any  way  concede  the  validity  of  any  such 
argument.  The  House  Banking  and  Cur¬ 
rency  Committee  agreed  to  strike  the  pub¬ 
lic  debt  transaction  provisions  for  entirely 
different  reasons,  among  them  being  the 
fact  that  the  other  SBA  programs  are  fi¬ 
nanced  through  appropriations.  Also,  the 
Bureau  of  the  Budget  has  already  approved 
a  request  of  $50  million  in  appropriations 
for  this  new  program,  and  the  Senate  Ap¬ 
propriations  Committee  is  actively  consider¬ 
ing  this  request;  the  conference  committee 
is  confident  that  this  sum  will  be  made 
available.  The  acceptance  of  the  House 
amendment  should  not,  therefore,  be  taken 
as  a  precedent  by  those  who  would  deny  the 
long-recognized  jurisdiction  of  the  legisla¬ 
tive  committees  of  both  Houses  to  include 
provisions  for  public  debt  transactions  in 
bills  they  report. 

Although  I  am  sure  many  Members 
of  the  Senate  are  disappointed,  as  I  am 
disappointed,  that  it  was  necessary  to 
recede  to  the  House  on  this  question, 
the  Senate  conferees  felt  that  this  ac¬ 
tion  was  necessary  in  order  to  obtain 
,  passage  of  the  bill.  I  am  satisfied  that 
S.  3651  is  good  legislation,  and  I  urge 
the  adoption  of  the  conference  report 
by  the  Senate. 

Mr.  SPARKMAN.  Mr.  President,  I  am 
in  agreement  with  the  statement  which 
has  been  made  by  the  distinguished  Sen¬ 
ator  from  Pennsylvania  [Mr.  Clark], 
particularly  with  respect  to  the  change 
in  the  conference  report,  to  which  he 
called  attention,  wherein  the  conferees 
accepted  the  position  taken  by  the 
House,  to  the  effect  that  the  necessary 
money  for  the  revolving  fund  of  the 
Small  Business  Administration  should  be 
by  direct  appropriation,  rather  than  by 
loans  from  the  Treasury. 

The  Senator  from  Pennsylvania  called 
attention  to  the  fact  that  there  is  a 
statement  on  the  part  of  the  managers 
of  the  House  to  the  effect  that  this  is 
not  to  be  taken  as  a  precedent.  It  was 
fully  understood  by  the  conferees,  in 
agreeing  to  accept  this  proposal,  that  we 
were  not  to  hold  ourselves  bound  in  fu¬ 
ture  actions.  Many  of  the  best  programs 
we  have  are  supported  by  this  method  of 
financing.  As  a  matter  of  fact,  it  is  a 
sound  method;  it  is  a  logical  plan. 

When  appropriations  are  required,  di¬ 
rect  appropriations  must  be  made,  and 
those  funds  are  more  or  less  blocked  off 
for  the  period  of  time  over  which  they 
are  made. 

In  the  case  of  financing  by  borrowing 
from  the  Treasury,  only  the  amount  of 
money  which  actually  will  be  needed  will 
ever  be  drawn  out,  and  it  will  be  drawn 
only  at  the  time  it  is  needed.  For  10 
years  or  more.  Congress  has.  found  this 
method  to  be  a  convenient  way  to  fi¬ 
nance  many  of  the  programs  in  respect 
to  which  the  exact  amounts  to  be  uti¬ 


lized  may  not  be  ascertainable  at  the 
time  when  the  appropriations  are  made. 
By  yielding  on  this  particular  point,  no 
one  should  consider  that  we  are  con¬ 
ceding  that  this  method  will  be  the  one 
to  be  used  exclusively  in  the  future. 

Incidentally,  Mr.  President,  in  connec¬ 
tion  with  the  statement  by  the  man¬ 
agers  on  the  part  of  the  House,  I  desire 
to  point  out  that  one  great  factor  which 
led  us  to  concede  on  this  matter  was 
that  it  had  already  been  estimated  that 
$50  million,  as  I  recall,  would  be  needed 
in  order  to  get  this  activity  underway, 
during  the  first  year,  and  that  a  budget 
request  for  that  amount  had  already 
been  submitted  to  the  Congress,  and  was 
in  the  process  of  being  written  into  the 
supplemental  appropriation  bill.  In 
other  words,  we  are  certain  that  the  ap¬ 
propriation  has  budget  approval,  is  be¬ 
fore  the  committee,  and  at  this  time  is 
in  the  process  of  being  acted  on  by  the 
committee. 

Mr.  President,  I  am  delighted  to  see 
the  culmination  of  this  proposed  legis¬ 
lation.  As  I  recall,  the  first  bill  of  this 
type  was  introduced  several  years  ago  by 
the  distinguished  Senator  from  Wyo¬ 
ming  [Mr.  O’Mahoney].  Later,  when 
he  left  the  Senate  temporarily,  I  intro¬ 
duced  a  similar  bill.  That  must  have 
been  approximately  6  years  ago.  The 
Senator  from  Arkansas  [Mr.  Fulbright] 
and  the  Senator  from  Texas  [Mr.  John¬ 
son],  the  distinguished  majority  leader, 
introduced  bills  in  this  field.  In  fact, 
a  number  of  bills  of  this  sort  were  in¬ 
troduced.  The  subcommittee,  under  the 
able  chairmanship  of  the  distinguished 
Senator  from  Pennsylvania  l Mr.  Clark], 
held  hearings  and  many  meetings,  and 
worked  out  the  best  solution  which 
could  possibly  be  found. 

I  suppose  that  the  final  form  of  this 
measure  does  not  satisfy  anyone  en¬ 
tirely.  But  I  believe  it  represents  a 
fairly  good  conciliation  of  the  divergent 
views  of  the  many  persons  who  wish  to 
see  small  business  have  a  source  of  funds 
which  which  to  meet  its  capital  require¬ 
ments. 

I  hope  this  measure  will  work  success¬ 
fully  throughout  the  Nation.  In  other 
words,  the  program,  as  now  finally  de¬ 
vised,  is  one  of  cooperation  between  the 
Federal  Government  and  the  several 
States  of  the  Union.  I  believe  the  pro¬ 
gram  should  work.  I  hope  it  will,  and 
I  believe  It  will. 

I  desire  to  express  my  thanks  to  the 
distinguished  Senator  from  Pennsyl¬ 
vania  IMr.  Clark];  to  the  distinguished 
Senator  from  Arkansas  (Mr.  Ful- 
brightI,  the  chairman  of  the  full  com¬ 
mittee;  to  the  majority  leader,  the  dis¬ 
tinguished  senior  Senator  from  Texas 
IMr.  Johnson],  who  is  absent  today;  to 
the  Senator  from  Wyoming  [Mr. 
O’Maiioney  I ;  and  to  a  great  many  other 
Senators  who  have  worked  very  long  and 
very  hard  in  behalf  of  the  enactment  of 
legislation  of  this  type. 

This  is  one  of  the  measures  which  the 
Select  Committee  on  Small  Business  has 
been  advocating  for  years,  in  an  effort 
to  provide  better  credit  resources  for 
small  business. 

A  few  minutes  ago  I  referred  to  some 
of  the  tax  provisions  for  the  benefit  of 
small  business  which  are  about  to  be 
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written  into  the  law.  Sometimes  it  has 
seemed  to  the  Small  Business  Commit¬ 
tee  rather  futile  and  frustrating  to  work 
for  the  enactment  of  proposed  legisla¬ 
tion  which  would  be  helpful  to  small 
business — which,  after  all,  constitutes 
the  economic  backbone  of  the  country. 
But  I  believe  that  when  this  session  of 
Congress  has  concluded,  it  will  be  found 
that  during  this  session  the  Congress 
will  have  done  more  for  small  business 
than  has  been  done  during  any  other 
session  in  which  I  have  served. 

As  I  have  said,  although  I  do  not  be¬ 
lieve  that  these  bills  measure  up  fully 
to  the  bills  I  should  like  to  see  enacted, 
or  measure  up  to  the  ones  the  commit¬ 
tee  recommended  for  enactment,  never¬ 
theless  I  am  particularly  pleased  to  see 
this  conference  report  adopted  and  the 
bill  sent  to  the  President.  I  hope  it  will 
quickly  become  law,  and  will  constitute 
a  workable  program  for  the  small  busi¬ 
ness  interests  of  the  country. 

Mr.  CLARK.  Mr.  President,  although 
it  is  true  that  I  had  the  honor  of  being 
the  chairman  of  the  subcommittee 
which  brought  this  measure  to  the  floor, 
there  is  no  doubt  that  if  any  one  Senator 
is  entitled  to  the  major  share  of  the 
credit  for  the  development  of  the  meas¬ 
ure,  it  is  the  distinguished  junior  Sena¬ 
tor  from  Alabama  [Mr.  Sparkman],  who 
certainly  has  taken  the  lead  in  this  re¬ 
gard  during  the  85th  Congress,  and  in 
fact  has  worked  diligently  in  this  field 
for  many  years,  long  before  I  came  to 
the  Senate. 

Mr.  President,  I  ask  for  the  approval 
of  the  report. 

The  PRESIDING  OFFICER  (Mr.  Jav- 
its  in  the  chair).  The  question  is  on 
agreeing  to  the  conference  report. 

The  report  was  agreed  to. 

Mr.  CLARK.  Mr.  President,  there  will 
be  a  large  demand,  by  small  business 
concerns  all  over  the  Nation,  for  copies 
of  the  act.  Therefore,  I  ask  that  the 
act,  as  set  forth  by  means  of  the  con¬ 
ference  report  as  agreed  to  today,  be 
printed. 

The  PRESIDING  OFFICER.  Without 
objection,  it  is  so  ordererd. 

ADMINISTRATION  OF  FARM 
PROGRAMS 

Mr.  CLARK.  Mr.  President,  I  cafl  up 
Calendar  No.  1677,  Senate  bill  1436,  and 
request  its  immediate  consideration. 

The  PRESIDING  OFFICER.  The 
bill  will  be  read  by  title,  toy the  infor¬ 
mation  of  the  Senate. 

The  Legislative  Cler^  A  bill  (S. 
1436)  to  amend  section  jii  ( b)  of  the  Soil 
Conservation  and  Domestic  Allotment 
Act,  as  amended,, to  Provide  for  admin¬ 
istration  of  farm  prp&rams  by  democrati¬ 
cally  elected  farmer  committeemen. 

The  PRESIDING  OFFICER.  Is  there 
objection  to  the  request  for  the  immedi¬ 
ate  consideration  of  the  bill? 

There  being  no  objection,  the  Senate 
proceeeded  to  consider  the  bill,  which 
had  been  reported  from  the  Committee 
on  Agriculture  and  Forestry  with  an 
amendment. 
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ORDER  FOR  ADJOURNMENT  UNTIL 
11  A.  M.  TOMORROW 

Mr.  MANSFIELD.  Mr.  President,  I 
should  like  to  announce  to  the  Senate 
that  it  is  the  intention  of  the  leadership 
to  have  the  Senate  convene  at  11  a.  m. 
tomorrow,  instead  of  at  12  o’clock,  as 
previously  ordered. 

Therefore,  Mr.  President,  I  ask  unani¬ 
mous  consent  that  when  the  Senate  ends 
its  session  tonight,  it  adjourn  until  11 
a.  m.  tomorrow. 

The  PRESIDING  OFFICER.  Is  there 
objection?  Without  objection,  it  is  so 
ordered. 


LEGISLATIVE  PROGRAM 

Mr.  MANSFIELD.  Mr.  President,  for 
the  further  information  of  the  Senate, 
let  me  say  that  it  is  my  understanding 
that  this  evening  there  will  be  some 
activities  in  which  some  of  our  colleagues 
are  interested. 

I  hope  that  action  on  Senate  bill  1436 
will  be  completed  by  6:15  this  evening. 
If  not,  debate  on  the  measure  may  bey 
continued  beyond  that  hour,  but  wit); 
the  understanding  that  no  votes  will/be 
taken  after  that  time,  and  that  or 
morrow  a  vote  on  the  measure  will  be 
taken  as  soon  as  possible. 


PROBLEMS  OF  INFLATION 


MARTIN  of  Pennsylvania.  Mr. 
President,  a  year  ago  w^ were  all  con¬ 
cerned  ‘'■about  continued  inflation.  It 
was  often  referred  to Ys  our  greatest  in¬ 
ternal  threat.  The/Congress  responded 
with  a  valiantv  if  not  altogether  succes- 
ful,  effort  to  trjm  the  budget.  Later 
came  sputnik,  tjrie  recession,  and  a  tense 
Middle  East  situation.  As  a  result,  the 
question  of  inflation  has  been  largely  for¬ 
gotten,  though  rising  prices  still  persist. 

In  fact/there  are  those  'Who  argue  that 
during  JJiis  period  of  recession  we  should 
have  no  concern  of  past  or  ariy^  potential 
inflation.  To  do  so,  it  is  charged,  is  to 
portray  a  cynical  disregard  for  the-hard- 
sjnps  and  even  suffering  endured  by,  the 
employed  and  their  families.  With 
this  position  I  heartily  disagree.  Tlife 
current  recession  is  a  consequence  of  the 
inflationary  boom  produced  by  excessive 
wage,  debt,  and  spending  actions  of  the 
preceding  3  years.  Instead  of  permit¬ 
ting  natural  adjustments  to  correct  these 
excesses,  I  sense  we  are  setting  the  stage 
for  their  revival. 

In  my  study  of  the  current  inflation, 
the  overwhelming  evidence  points  to  the 
wage-cost  factor  as  the  most  important 
immediate  cause.  The  increases  in  wage 
costs  in  industry  over  the  past  decade 
have  far  exceeded  the  increases  in  pro¬ 
ductivity.  This  fact  has  been  testified  to 
over  and  over  again  by  witnesses  and  in 
economic  papers  presented  to  the  Fi¬ 
nance  Committee  in  its  inquiry  into  the 
financial  condition  of  the  United  States. 

In  this  connection,  I  wish  to  call  at¬ 
tention  to  the  excellent  analyses  and  in¬ 
terpretation  of  the  committee’s  heariiigs 
which  have  been  prepared  and  delivered 
on  this  floor  by  the  junior  Senator  from 


Utah  [Mr.  Bennett].  In  the  third  pf 
his  series,  which  appears  in  the  Con¬ 
gressional  Record  of  July  21,  1958,  on 
pages  13076-80,  the  Senator  from  Utah 
has  presented  a  thorough,  fair,  ^nd  fac¬ 
tual  analysis  which  conclusively  demon¬ 
strates  the  dominant  influence  of  wage 
increases  in  excess  of  productivity  in  the 
rising  price  level. 

In  view  of  his  excellent  and  detailed 
presentation,  I  shall  only  supplement  his 
efforts  in  a  few  regards.  According  to 
the  Bureau  of  Labor  Statistics,  unit 
labor  costs  for  all  nianufacturing  indus¬ 
try  increased  by  27.7  percent  from  1947 
to  1956.  During  the  same  period,  aver¬ 
age  hourly  earnings  increased  60  per¬ 
cent.  In  other  words,  increased  produc¬ 
tivity  in  industry  offset  only  about  half 
the  increased  labor  costs  during  the  pe¬ 
riod.  The  remainder  had  to  be  covered 
by  higher  prices. 

Similarly,  the  index  of  output  per 
mah-hour  increased  only  1.1  percent 
ftpm  1955  to  1957,  while  average  hourly 
Warnings — excluding  overtime — increas¬ 
ed  from  $1.82  to  $2.01,  or  10  percent. 

Despite  all  the  evidence  of  this  infla¬ 
tionary  wage  push,  union  leadership 
ignores  the  fact  or  even  denies  that  it 
exists.  Instead,  through  their  publica¬ 
tions  and  all  propoganda  devices  of  their 
organizations,  they  continually  attack 
the  excessive  profits  of  greedy  employers. 
They  point  to  administered  prices, 
charging  these  are  arbitrarily  set,  with 
little  regard  to  costs  or  ability  of  pur¬ 
chasers  to  buy. 

Rising  prices  are  often  charged  to  be 
evidence  of  monopoly  in  particular  prod¬ 
ucts.  In  short,  every  statistical  device 
and  emotional  appeal  is  made  to  union 
membership  and  the  public  to  justify 
their  wage  and  other  demands.  Thus, 
they  would  absolve  themselves  of  any 
responsibility  for  increasing  prices  and, 
on  the  other  hand,  take  credit  for  cor¬ 
recting  and  adjusting  injustices  and  in¬ 
equities,  which  they  themselves  have  in 
large  measure  created. 

In  view  of  recession  conditions,  I  have 
reviewed  compilations  of  Bureau  of 
Labor  Statistics  covering  wage  increases 
in  1958.  I  find  that  wage  increases  this 
mar  extend  the  pattern  of  previous 
jars  in  spite  of  the  sharp  shrinkage  in 
prbfits  in  industry.  In  only  those  situ¬ 
ation  involving  1,000  employees  or 
more, 'there  are  3,300,000  persons  covered 
in  industry  contracts  previously  made 
for  wage  increases  to  become  effective 
this  year,  wij;h  the  bulk  of  raises  from 
7  to  10  centk,  an  hour.  In  addition, 
584,000  workerSvare  covered  in  major 
situations  in  the  construction  industry, 
with  the  majority  of  these  increases  fall¬ 
ing  within  the  range  of  15  to  over  25 
cents  per  hour.  In  addition,  I  note  that 
78  percent  of  the  workers  covered  in 
deferred  contract  increasessin  industry 
also  are  covered  by  cost-of-living  esca¬ 
lator  clauses.  \ 

As  to  new  contracts  entered  into  thus 
far  in  1958,  a  summary  is  available  <mly 
for  the  first  quarter.  In  settlements 
involving  over  1,000  workers,  increased 
wages  were  granted  to  651,000.  About 
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60  percent  of  these  are  included  in  the 
brackets  of  9  to  11  cents,  or  of  15  to  17 
cents  per  hour.  For  the  second  quarter, 
the  long  listing  of  new  contracts  is  not 
tabulated^  but  a  review  indicates  a  con¬ 
tinuation,  if  not  an  acceleration,  of  the 
results  in  the,  first  quarter. 

I  cannot  avoid  the  conclusion  that 
the  wage  increases  of  1958  are  no  less 
inflationary  than  in  preceding  years, 
and  that  wage  demands  are  made  re¬ 
gardless  of  boom  'or  recession,  rising 
prices,  or  unemployment. 

The  monetizing  of  the  public  debt  at 
an  earlier  time  was  referred  to  as  an 
engine  of  inflation.  The  yearly  round  of 
wage  increases  unrelated  to  productivity 
increases  now  deserves  that  title. 

The  heart  of  this  problem  is  the  lop¬ 
sided  balance  of  power  between  manage¬ 
ment  and  labor  in  modern  collective  bar¬ 
gaining.  It  rests  on  the  privileges.^  and 
immunities  of  labor  organizations  pro¬ 
vided  by  law.  These  have  been  stretched 
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Employment  Act  of  1946  should  be 
amended  to  include  economic  stability  as 
one  of  its  objectives,  along  with  maxi¬ 
mum  employment  and  purchasing  power. 
I  have  no  objection  to  such  an  amend¬ 
ment.  I  welcome  any  move  which  would 
focus  attention  on  inflation  and  the 
declining  value  of  the  dollar. 

I  had  always  assumed  that  it  was  a 
primary  Constitutional  responsibility  of 
Congress  to  protect  the  integrity  and 
value  of  the  money  and  credit  of  the 
United  States. 

I  remind  the  Senate  that  the  price  in¬ 
dex  has  increased  48  percent  and  the 
value  of  the  dollar  has  decreased  33  per¬ 
cent  since  the  Employment  Act  was 
passed  in  1946.  And  more  recently  the 
consumer  price  index  has  increased  7.7 
percent  from  March  1956  to  May  1958, 
while  the  value  of  the  dollar  declined  4 
cents  to  its  all-time  low  of  48  cents. 

Would  such  a  stated  policy  in  the  Em¬ 
ployment  Act  have  checked  the  total 


and  distorted,  I  believe,  by  administraV  growth  of  total  debt  from  $458  billion 
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tive  and  enforcement  procedures,  as  well 
as  by  loopholes  in  the  law  far  beyond  the 
original  intention  of  labor  legislation. 
This  is  evident  by  the  many  proposals. 
National  and  State,  to  modify  somehow 
its  operation  and  effects. 

The  labor  unions  have  taken  full  ad¬ 
vantage  of  the  legal  powers  and  immuni¬ 
ties  conferred  by  law.  Under  it  they  have 
developed  a  massive  and  coordinated 
power  to  gain  their  ends.  By  the  nature 
of  things,  union  leadership  is  required 
to  obtain  increases  and  benefits  on  a 
basis  relative  to,  equal,  or  better  than 
those  obtained  by  other  unions.  The 
annual  showing  of  sizable  wage  gains 
and  other  benefits  is  a  must  for  success-v 
ful  union  operation.  If  resulting  price 
increases  cut  down  on  purchases  by  con¬ 
sumers,  and  employment  is  thereby  re¬ 
duced,  and  the  values  of  savings  shrink 
through  inflation — all  there  are  matters 
of  secondary  concern  and  for  others  to 
worry  about.  The  only  answer  union 
leadership  offers  is  further  wage  in¬ 
creases  on  the  one  hand  and  Government 
spending  on  the  other.  Increased  pur¬ 
chasing  power — that  is,  more  dollars  for 
the  same  output — is  thus  made  the  er 
roneous  solution  for  our  economic  prob¬ 
lems. 

I  see  nothing  to  indicate  that/  the 
present  unbalance  in  the  bargaining 
position  between  labor  and  management 
will  not  continue  indefinitely.  /Nor  do  I 
see  any  prospect  that  wage  deinands  will 
not  continue  to  outrun  >  productivity 
gains.  Not  until  legislative  reform  pro¬ 
vides  the  basis  or  mechanism  by  which 
the  average  level  of  Wage  increases  is 
related  to  the  average  improvements  in 
productivity  will  t£e  problem  of  wage 
inflation  be  solved/  The  only  other  alter¬ 
native  is  the  imposition  of  wage  and  price 
controls.  When  the  latter  step  is  taken, 
we  will  have  completed  the  life-cycle  of 
our  free  enterprise  competitive  economic 
system.  I  Jtiope  we  have  the  good  sense 
to  correct  the  shortcomings  of  our  pres¬ 
ent  collective  bargaining  arrangements, 
before/' we  are  pushed  down  the  road 
either  of  continuous  inflation  or  of  com¬ 
plete  State  regimentation. 

Ir.  President,  there  has  been  consid¬ 
erable  discussion  to  the  effect  that  the 


\  at  the  end  of  1946  to  $853  billion  at  the/ 
end  of  1957? 

Would  it  have  been  a  deterrent  to 
creased  public  spending  from  /1955 
through  1957,  during  the  inflationary 
boom  period? 

Or  doping  this  Congressional  session, 


would  su 
curtailed  a: 
which  will  c 
billion  estima 


a  policy  amendment  have 
of  the  additional  spending 
tribute  to  the  $11  or  $12 
d  deficit /or  fiscal  1959? 


I  am  afraidV the  Questions  answer 
themselves — in  tkp  n^ative. 

Government  actions  in  spending,  lend¬ 
ing,  guaranteeing^  rhprtgages,  low  cost 
loans  to  local  governments,  easy  money 
terms  to  facilitate  horpe  building  and 
area  redevelopment,  authorizations  for 
spending  out  of  debt  receipts,  and  many 
other  programs  are  not  desired  to  halt 
inflation/but  to  give  it  another  upward 
thrust./ 

During  the  past  2  years  the\public 
debt  has  depreciated  in  value  ove^  $20 
billion.  Creating  new  debt  in  1959\md 
succeeding  years  can  only  have  the 
/feet  of  extending  the  decline  in  our  cui 
rency. 

If  we  permit  this  trend  to  continue, 
the  economic  decisions  of  our  people  will 
become  more  and  more  directed  by  fear 
of  inflation  and  the  lack  of  faith  in  our 
currency.  A  sound  economy  is  not  one 
in  which  the  people  seek  to  hedge  against 
inflation.  Our  economy  can  only  have 
sound  and  continued  strength  and 
growth  when  the  people  have  confidence 
that  the  Government  will  honor  its  fi¬ 
nancial  obligations  in  full  and  protect 
the  integrity  of  its  currency. 


OF 


IMPORTANCE  OF  PREVENTION 
DRUNKEN  DRIVING 

Mr.  CASE  of  South  Dakota.  Mr.  Pres¬ 
ident,  I  wish  to  have  printed  in  the 
Record,  as  a  part  of  my  remarks,  an 
article  entitled  “Keep  Your  Eye  On 
What  You  Are  Doing,”  which  was  writ¬ 
ten  by  Mrs.  Florence  Zimbelman,  of  the 
Neighborhood  Club,  of  Custer,  South 
Dakota.  Mrs.  Zimbelman  has  vividly 
pointed  out  the  necessity  to  require  fi¬ 
nancial  responsibility  on  the  part  of 


automobile  drivers,  and  also  the  nee 
curb  drunken  driving. 

The  article  is  a  most  interesting  one; 
and  I  am  moved  to  bring  it  to  th/  atten¬ 
tion  of  the  Senate,  because  certainly  the 
time  has  come  when  public  opinion  must 
find  some  means  of  curbinjrthe  driving 
of  automobiles  by  persons  Who  are  drunk. 

I  am  moved  to  call  attention  to  this 
matter  today,  Mr.  President,  because  I 
have  just  now  read,  /6n  the  front  page 
of  the  Rapid  City  Daily  Journal  of  Au¬ 
gust  2,  1958,  of  2  /accidents  in  which  5 
persons  were  killed ;  and  drunken  driving 
is  stated  to  h^ve  been  the  contributing 
cause. 

In  one  of  the  articles,  the  reporter 
wrote: 

There  w&s  evidence  the  two  young  Texans 
had  beeii  drinking  heavily.  *  *  *  Liquor 
bottles' were  found  in  the  car,  and  it  later 
was  1/arned  the  pair  was  seen  between  Dead- 
wood  and  Spear  fish  in  an  intoxicated  con¬ 
dition. 

In  the  other  article,  it  was  stated: 
The-' three-man  jury  also  found  that 
Walenta  was  in  an  intoxicated  condition 
and  that  the  truck  was  being  driven  in  a 
negligent  manner. 

At  something  more  than  70  miles  an 
horn*. 

I  think  this  situation  warrants  na¬ 
tional  attention,  because  we  are  spend¬ 
ing  a  great  deal  of  money  to  build  high¬ 
ways.  To  permit  the  driving  of  cars  by 
persons  who  are  intoxicated  tends  to 
undo  a  great  deal  of  what  we  are  trying 
to  do  in  providing  modern  highways. 

I  ask  unanimous  consent  that  the  two 
newspaper  accounts  on  the  one  front 
page  be  printed  at  this  point  in  the 
Record,  and  that  they  be  followed  by  the 
article  by  Mrs.  Zimbelman,  of  the  Neigh¬ 
borhood  Club. 

There  being  no  objection,  the  articles 
were  ordered  to  be  printed  in  the  Record, 
as  follows: 

[Prom  the  Rapid  City  (S.  Dak.)  Daily  Jour¬ 
nal  of  August  2,  1958] 

Four  Die  in  Accident  in  North  Black 

Hills — Headon  Collision  Boosts  State 

Death  Toll  to  131 

Spearfish. — The  West  River  was  credited 
.with  four  more  deaths  in  South  Dakota’s 
lounting  highway  toll  Friday  when  a  head- 
oh  crash  was  fatal  for  Texas  and  Wyoming 
residents. 

AuMiorities  identified  the  victims  as  Mr. 
and  k&rs.  Jerry  Carr,  both  60,  Carlile,  Wyo.; 
Lyle  Billington,  21,  Hereford,  Tex.,  and  Bob 
Perry,  62\also  of  Hereford. 

Identification  of  Perry  had  previously  been 
made  erroneously  when  he  was  thought  to  be 
a  brother  of  Lyle  Billington.  Saturday 
morning  the  bodies  were  correctly  identified 
by  two  men  whev  were  with  a  combine  crew 
in  the  Belle  Fourche  area  and  Perry’s  brother, 
who  flew  here  from  Texas. 

The  two  combine  orew  members  said  Bil¬ 
lington  and  Perry  had.  been  with  them  for 
several  weeks,  working  in  harvest  fields. 

The  autos  driven  by  Garr  and  Lyle  Bil¬ 
lington  collided  headon  on  Highway  85,  7 
miles  south  of  Belle  Fourlsjie  about  1:15 
p.  m. 

terrific  impact 

Lawrence  County  Sheriff  Richard  McGrath, 
said  the  two  autos  struck  with  a  terrific  im¬ 
pact.  The  Billington  car  was  on  tn^  wrong 
side  of  the  highway. 

There  was  evidence  the  two  young  TGxans 
had  been  drinking  heavily,  McGrath  sSjd. 
Liquor  bottles  were  found  in  the  car  and 
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AN  ACT 

To  make  equity  capital  and  long-term  credit  more  readily  available  for  small- 
business  concerns,  and  for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled , 

TITLE  I— SHORT  TITLE,  STATEMENT  OF  POLICY,  AND 

DEFINITIONS 

SHORT  TITLE 

Sec.  101.  This  Act,  divided  into  titles  and  sections  according  to  the 
following  table  of  contents,  may  be  cited  as  the  “Small  Business  In¬ 
vestment  Act  of  1958.” 
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Title  IV — Conversion  of  State  Chartered  Investment  Companies  and  State 

Development  Companies 

Title  V — Loans  to  State  and  Local  Development  Companies 

Title  YI — Changes  in  Federal  Reserve  Authority 

Sec.  601.  Repeal  of  section  13b  of  the  Federal  Reserve  Act. 

Sec.  602.  Fund  for  management  counseling. 

Title  VII — Criminal  Penalties 
STATEMENT  OF  POLICY 

Sec.  102.  It  is  declared  to  be  the  policy  of  the  Congress  and  the  pur¬ 
pose  of  this  Act  to  improve  and  stimulate  the  national  economy  in 
general  and  the  small-business  segment  thereof  in  particular  by  estab¬ 
lishing  a  program  to  stimulate  and  supplement  the  flow  of  private 
equity  capital  and  long-term  loan  funds  which  small-business  con¬ 
cerns  need  for  the  sound  financing  of  their  business  operations  and 
for  their  growth,  expansion,  and  modernization,  and  which  are  not 
available  in  adequate  supply:  Provided ,  ho'voe'ver,  That  this  policy 
shall  be  carried  out  in  such  manner  as  to  insure  the  maximum  par¬ 
ticipation  of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the  provisions  of  this  Act 
shall  be  so  administered  that  any  financial  assistance  provided  here¬ 
under  shall  not  result  in  a  substantial  increase  of  unemployment  in 
any  area  of  the  country. 

definitions 

Sec.  103.  As  used  in  this  Act — 

(1)  the  term  “Administration”  means  the  Small  Business  Ad¬ 
ministration  ; 

(2)  the  term  “Administrator”  means  the  Administrator  of  the 
Small  Business  Administration; 

(3)  the  terms  “small  business  investment  company”  and  “com¬ 
pany”  mean  a  small  business  investment  company  organized  as 
provided  in  title  III,  including  (except  for  purposes  of  section 
301  and  section  308  (f))  a  State-chartered  investment  company 
which  has  obtained  the  approval  of  the  Administrator  to  operate 
under  the  provisions  of  this  Act  as  provided  in  section  309  and 
a  company  converted  into  a  small  business  investment  company 
under  section  401  of  this  Act; 

(4)  the  term  “United  States”  means  the  several  States,  the 
Territories  of  Alaska  and  Hawaii,  the  District  of  Columbia,  and 
the  Commonwealth  of  Puerto  Rico; 

(5)  the  term  “small-business  concern”  shall  have  the  same 
meaning  as  in  the  Small  Business  Act;  and 

(6)  the  term  “development  companies”  means  enterprises  in¬ 
corporated  under  State  law  with  the  authority  to  promote  and 
assist  the  growth  and  development  of  small-business  concerns  in 
the  areas  covered  by  their  operations. 

TITLE  II— SMALL  BUSINESS  INVESTMENT  DIVISION  OF 
THE  SMALL  BUSINESS  ADMINISTRATION 

ESTABLISHMENT  OF  SMALL  BUSINESS  INVESTMENT  DIVISION 

Sec.  201.  There  is  hereby  established  in  the  Small  Business  Admin¬ 
istration  a  division  to  be  known  as  the  Small  Business  Investment 
Division.  The  Division  shall  be  headed  by  a  Deputy  Administrator 
who  shall  be  appointed  by  the  Administrator,  and  shall  receive  com¬ 
pensation  at  the  rate  provided  by  law  for  other  deputy  administrators 
of  the  Small  Business  Administration.  The  powers  conferred  by 
this  Act  upon  the  Administration  shall  be  exercised  by  the  Adminis¬ 
tration  through  the  Small  Business  Investment  Division,  and  the 
powers  herein  conferred  upon  the  Administrator  shall  be  exercised 
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by  him  through  the  Deputy  Administrator  appointed  hereunder.  In 
the  performance  of,  and  with  respect  to  the  functions,  powers,  and 
duties  vested  by  this  Act,  the  Administrator  and  the  Administration 
shall  (in  addition  to  any  authority  otherwise  vested  by  this  Act) 
have  the  functions,  powers,  and  duties  set  forth  in  the  Small  Business 
Act,  and  the  provisions  of  sections  13  and  16  of  that  Act,  insofar  as 
applicable,  are  extended  to  apply  to  the  functions  of  the  Adminis¬ 
trator  and  the  Administration  under  this  Act. 

PROVISION  AND  PURPOSES  OF  FUNDS 

Sec.  202.  (a)  Section  4  (c)  of  the  Small  Business  Act  is  amended — 

(1)  by  striking  out  “$650,000,000”  each  place  it  appears  and 
inserting  in  lieu  thereof  “$900,000,000”; 

(2)  by  inserting  before  the  period  at  the  end  of  the  fourth 

.  sentence  the  following:  “,  and  in  the  exercise  of  the  functions  of 

the  Administration  under  the  Small  Business  Investment  Act 
of  1958”;  and 

(3)  by  inserting  after  the  seventh  sentence  the  following  new 
sentence:  “Not  to  exceed  an  aggregate  of  $250,000,000  shall  be 
outstanding  at  any  one  time  for  the  exercise  of  the  functions  of 
the  Administration  under  the  Small  Business  Investment  Act  of 
1958.” 

(b)  There  are  hereby  authorized  to  be  appropriated  such  sums 
as  may  be  necessary  and  appropriate  for  the  administrative  expenses 
of  the  Administration  under  this  Act. 

TITLE  III— SMALL  BUSINESS  INVESTMENT  COMPANIES 

ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT  COMPANIES 

Sec.  301.  (a)  Small  business  investment  companies  may  be  formed 
for  the  purpose  of  operating  under  this  Act  by  any  number  of  per¬ 
sons,  not  less  than  10,  who  shall  subscribe  to  the  articles  of  incorpo¬ 
ration  of  any  such  company :  Provided ,  That  no  such  company  shall 
be  chartered  by  the  Administration  under  this  section  in  any  State 
unless  the  Administration  determines  that  investment  companies  can¬ 
not  be  chartered  under  the  laws  of  such  State  and  operate  in  accord¬ 
ance  with  the  purpose  of  this  Act:  Provided  further ,  That  no  such 
company  shall  be  chartered  by  the  Administration  under  this  section 
after  June  30, 1961. 

(b)  The  articles  of  incorporation  of  any  small  business  investment 
company  shall  specify  in  general  terms  the  objects  for  which  the 
company  is  formed,  the  name  assumed  by  such  company,  the  area  or 
areas  in  which  its  operations  are  to  be  carried  on,  the  place  where 
its  principal  office  is  to  be  located,  and  the  amount  and  classes  of  its 
shares  of  capital  stock.  .Such  articles  may  contain  any  other  provi¬ 
sions  not  inconsistent  with  this  Act  that  the  company  may  see  tit  to 
adopt  for  the  regulation  of  its  business  and  the  conduct  of  its  affairs. 
Such  articles  and  any  amendments  thereto  adopted  from  time  to  time 
shall  be  subject  to  the  approval  of  the  Administration. 

(c)  The  articles  of  incorporation  and  amendments  thereto  shall  be 
forwarded  to  the  Administration  for  consideration  and  approval  or 
disapproval.  In  determining  whether  to  approve  the  establishment 
of  such  a  company  and  its  proposed  articles  of  incorporation,  the 
Administration  shall  give  due  regard,  among  other  things,  to  the 
need  for  the  financing  of  small-business  concerns  in  the  area  in  which 
the  proposed  company  is  to  commence  business,  the  general  character 
of  the  proposed  management  of  the  company,  the  number  of  such 
companies  previously  organized  in  the  United  States,  and  the  volume 
of  their  operations.  After  consideration  of  all  relevant  factors,  the 
Administration  may  in  its  discretion  approve  the  articles  of  incor¬ 
poration  and  issue  a  permit  to  begin  business. 
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(d)  Upon  issuance  of  such  permit,  the  company  shall  become  and 
be  a  body  corporate,  and  as  such,  and  in  the  name  designated  in  its 
articles  shall  have  power— 

( 1 )  to  adopt  and  use  a  corporate  seal ; 

(2)  to  have  succession  for  a  period  of  thirty  years,  unless  ex¬ 
tended  as  provided  in  section  308  (f),  or  unless  sooner  dissolved 
by  the  act  of  the  shareholders  owning  two-thirds  of  the  stoc^ 
or  by  an  Act  of  Congress,  or  unless  its  franchise  becomes  forfeited 
by  some  violation  of  law  or  regulation  issued  hereunder ; 

(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in  any  court  of 
law  or  equity ; 

(5)  by  its  board  of  directors,  to  appoint  such  officers  and  em¬ 
ployees  as  may  be  deemed  proper,  define  their  authority  and 
duties,  fix  their  compensation,  require  bonds  of  such  of  them  as 
it  deems  advisable  and  fix  the  penalty  thereof,  dismiss  such  officers 
or  employees,  or  any  thereof,  at  pleasure,  and  appoint  others  to 
fill  their  places; 

(6)  to  adopt  bylaws  regulating  the  manner  in  which  its  stock 
shall  be  transferred,  its  officers  and  employees  appointed,  its 
property  transferred,  and  the  privileges  granted  to  it  by  law 
exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject  to  the  approval 
of  the  Administration; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any  property 
(real,  personal,  or  mixed)  whenever  necessary  or  appropriate  to 
the  carrying  out  of  its  lawful  functions ; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United  States 
when  so  designated  by  the  Secretary  of  the  Treasury; 

(10)  to  operate  in  such  area  or  areas  as  may  be  specified  in 
its  articles  of  incorporation  and  approved  by  the  Administration ; 
and 

(11)  to  exercise  the  other  powers  set  forth  in  this  Act  and 
such  incidental  powers  as  may  reasonably  be  necessary  to  carry 
on  the  business  for  which  the  company  is  established. 

(e)  The  board  of  directors  of  each  small  business  investment  com¬ 
pany  shall  consist  of  nine  members  who  shall  be  elected  annually  by 
the  holders  of  the  shares  of  stock  of  the  company. 

CAPITAL  STOCK  AND  SUBORDINATED  DEBENTURES 

Sec.  302.  (a)  Each  company  authorized  to  operate  under  this  Act 
shall  have  a  paid-in  capital  and  surplus  equal  to  at  least  $300,000. 
In  order  to  facilitate  the  formation  of  small  business  investment  com¬ 
panies,  the  Administration  is  hereby  authorized,  notwithstanding  any 
other  provisions  of  law,  to  purchase  the  debentures  of  any  such  com¬ 
pany  in  an  amount  equal  to  not  more  than  $150,000.  Any  debentures 
purchased  by  the  Administration  under  this  subsection  shall  be  subor¬ 
dinate  to  any  other  debenture  bonds,  promissory  notes,  or  other  obli¬ 
gations  which  may  be  issued  by  such  companies,  and  shall  be  deemed 
a  part  of  the  capital  and  surplus  of  such  companies  for  purposes  of 
this  section  and  sections  303  (b)  and  306  of  this  Act. 

(b)  Shares  of  stock  in  small  business  investment  companies  shall 
be  eligible  for  purchase  by  national  banks,  and  shall  be  eligible  for 
purchase  by  other  member  banks  of  the  Federal  Reserve  System  and' 
nonmember  insured  banks  to  the  extent  permitted  under  applicable 
State  law;  except  that  in  no  event  shall  any  such  bank  hold  shares 
in  small  business  investment  companies  in  an  amount  aggregating 
more  than  1  percent  of  its  capital  and  surplus. 

(c)  The  aggregate  amount  of  shares  in  any  such  company  or  com¬ 
panies  which  may  be  owned  or  controlled  by  any  stockholder,  or  by 
any  group  or  class  of  stockholders,  may  be  limited  by  the 
Administration. 
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BORROWING  POWER 

Sec.  303.  (a)  Each  small  business  investment  company  shall  have 
authority  to  borrow  money  and  to  issue  its  debenture  bonds,  promis¬ 
sory  notes,  or  other  obligations  under  such  general  conditions  and 
subject  to  such  limitations  and  regulations  as  the  Administration  may 
prescribe. 

(b)  To  encourage  the  formation  and  growth  of  small  business  in¬ 
vestment  companies,  the  Administration  is  authorized  to  lend  funds 
to  such  companies  through  the  purchase  of  their  obligations  which 
shall  bear  interest  at  such  rate,  and  contain  such  other  terms,  as  the 
Administration  may  fix.  The  total  amount  of  obligations  purchased 
and  outstanding  at  any  one  time  by  the  Administration  under  this 
subsection  in  any  one  company  shall  not  exceed  50  percent  of  the  paid- 
in  capital  and  surplus  of  such  company. 

PROVISIONS  OF  EQUITY  CAPITAL  FOR  SMALL-BUSINESS  CONCERNS 

Sec.  304.  (a)  It  shall  be  a  primary  function  of  each  small  business 
investment  company  to  provide  a  source  of  needed  equity  capital  for 
small-business  concerns  in  the  manner  and  subject  to  the  conditions 
described  in  this  section. 

(b)  Capital  shall  be  provided  by  a  company  to  a  small-business 
concern  under  this  section  only  through  the  purchase  of  debenture 
bonds  (of  such  concern)  Avhich  shall — 

(1)  bear  interest  at  such  rate,  and  contain  such  other  terms, 
as  the  company  may  fix  with  the  approval  of  the  Administration ; 

(2)  be  callable  on  any  interest  payment  date,  upon  three 
months’  notice,  at  par  plus  accrued  interest;  and 

(3)  be  convertible  at  the  option  of  the  company,  or  a  holder 
in  due  course,  up  to  and  including  the  effective  date  of  any  call 
by  the  issuer,  into  stock  of  the  small-business  concern  at  the  sound 
book  value  of  such  stock  determined  at  the  time  of  the  issuance 
of  the  debentures. 

(c)  Before  any  capital  is  provided  to  a  small-business  concern  under 
this  section — 

(1)  the,  company  may  require  such  concern  to  refinance  any 
or  all  of  its  outstanding  indebtedness  so  that  the  company  is  the 
only  holder  of  any  evidence  of  indebtedness  of  such  concern ;  and 

(2)  except  as  provided  in  regulations  issued  by  the  Admin¬ 
istration,  such  concern  shall  agree  that  it  will  not  thereafter 
incur  any  indebtedness  without  first  securing  the  approval  of  the 
company  and  giving  the  company  the  first  opportunity  to  finance 
such  indebtedness. 

(d)  Whenever  a  company  provides  capital  to  a  small-business  con¬ 
cern  under  this  section,  such  concern  shall  be  required  to  become  a 
stockholder-proprietor  of  the  company  by  investing  in  the  capital 
stock  of  the  company,  in  an  amount  equal  to  not  less  than  2  percent 
nor  more  than  5  percent  of  the  amount  of  the  capital  so  provided, 
in  accordance  with  regulations  prescribed  by  the  Administrator. 

LONG-TERM  LOANS  TO  SMALL-BUSINESS  CONCERNS 

Sec.  305.  (a)  Each  company  is  authorized  to  make  loans,  in  the 
manner  and  subject  to  the  conditions  described  in  this  section,  to 
incorporated  and  unincorporated  small -business  concerns  in  order  to 
provide  such  concerns  with  funds  needed  for  sound  financing,  growth, 
modernization,  and  expansion. 

(b)  Loans  made  under  this  section  may  be  made  directly  or  in  co¬ 
operation  with  other  lending  institutions  through  agreements  to 
participate  on  an  immediate  or  deferred  basis.  In  agreements  to 
participate  in  loans  on  a  deferred  basis  under  this  subsection,  the 
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participation  by  the  company  shall  not  be  in  excess  of  90  per  centum 
of  the  balance  of  the  loan  outstanding  at  the  time  of  disbursement. 

(c)  The  maximum  rate  of  interest  for  the  company’s  share  of  any 
loan  made  under  this  section  shall  be  determined  by  the  Adminis¬ 
tration. 

(d)  Any  loan  made  under  this  section  shall  have  a  maturity  not 
exceeding  twenty  years. 

(e)  Any  loan  made  under  this  section  shall  be  of  such  sound  value, 
or  so  secured,  as  reasonably  to  assure  repayment. 

(f)  Any  company  which  has  made  a  loan  to  a  small-business  con¬ 
cern  under  this  section  is  authorized  to  extend  the  maturity  of  or 
renew7  such  loan  for  additional  periods,  not  exceeding  ten  years,  if  the 
company  finds  that  such  extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan. 

AGGREGATE  LIMITATIONS 

Sec.  306,  Without  the  approval  of  the  Administration,  the  aggre¬ 
gate  amount  of  obligations  and  securities  acquired  and  for  which  com¬ 
mitments  may  be  issued  by  any  small  business  investment  company 
under  the  provisions  of  this  Act  for  any  single  enterprise  shall  not 
exceed  20  percent  of  the  combined  capital  and  surplus  of  such  small 
business  investment  company  authorized  by  this  Act. 

EXEMPTIONS 

Seo.  307.  (a)  Section  3  of  the  Securities  Act  of  1933,  as  amended 
(15  U.  S.  C.  77c),  is  hereby  amended  by  inserting  at  the  end  thereof 
the  following  new  subsection  (c)  : 

“(c)  The  Commission  may  from  time  to  time  by  its  rules  and  regu¬ 
lations  and  subject  to  such  terms  and  conditions  as  may  be  prescribed 
therein,  add  to  the  securities  exempted  as  provided  in  this  section  any 
class  of  securities  issued  by  a  small  business  investment  company 
under  the  Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of  this  Act 
writh  respect  to  such  securities  is  not  necessary  in  the  public  interest 
and  for  the  protection  of  investors.” 

(b)  Section  304  of  the  Trust  Indenture  Act  of  1939  (15  U.  S.  C. 
77ddd)  is  hereby  amended  by  adding  the  following  subsection  (e)  : 

“(e)  The  Commission  may  from  time  to  time  by  its  rules  and  reg¬ 
ulations,  and  subject  to  such  terms  and  conditions  as  may  be  pre¬ 
scribed  herein,  add  to  the  securities  exempted  as  provided  in  this 
section  any  class  of  securities  issued  by  a  small  business  investment 
company  under  the  Small  Business  Investment  Act  of  1958  if  it  finds, 
having  regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in  the  public 
interest  and  for  the  protection  of  investors.” 

(c)  Section  18  of  the  Investment  Company  Act  of  1940  (15  U.  S.  C. 
80a-18)  is  amended  by  adding  at  the  end  thereof  the  following: 

“(k)  The  provisions  of  subparagraphs  (A)  and  (B)  of  paragraph 
(1)  of  subsection  (a)  of  this  section  shall  not  apply  to  investment 
companies  operating  under  the  Small  Business  Investment  Act  of 
1958.” 

MISCELLANEOUS 

Sec.  308.  (a)  Wherever  practicable  the  operations  of  a  small  busi¬ 
ness  investment  company,  including  the  generation  of  business,  may 
be  undertaken  in  cooperation  with  banks  or  other  financial  institutions, 
and  any  servicing  or  initial  investigation  required  for  loans  or  ac¬ 
quisitions  of  securities  by  the  company  under  the  provisions  of  this 
Act  may  be  handled  through  such  banks  or  other  financial  institutions 
on  a  fee  basis.  Any  small  business  investment  company  may  receive 
fees  for  services  rendered  to  banks  or  other  financial  institutions. 

(b)  Each  small  business  investment  company  may  make  use, 
wherever  practicable,  of  the  advisory  services  of  the  Federal  Reserve 
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System  and  of  the  Department  of  Commerce  which  are  available  for 
and  useful  to  industrial  and  commercial  businesses,  and  may  provide 
consulting  and  advisory  services  on  a  fee  basis  and  have  on  its  staff 
persons  competent  to  provide  such  services.  Any  Federal  Reserve 
bank  is  authorized  to  act  as  a  depository  or  fiscal  agent  for  any  com¬ 
pany  organized  under  this  Act.  Such  companies  may  invest  funds 
not  reasonably  needed  for  their  current  operations  in  direct  obliga¬ 
tions  of,  or  obligations  guaranteed  as  to  principal  and  interest  by, 
the  United  States. 

(c)  The  Administration  is  authorized  to  prescribe  regulations  gov¬ 
erning  the  operations  of  small  business  investment  companies,  and 
to  carry  out  the  provisions  of  this  Act,  in  accordance  with  the  pur¬ 
poses  of  this  Act.  Each  small  business  investment  company  shall  be 
subject  to  examinations  made  by  direction  of  the  Administration  by 
examiners  selected  or  approved  by  the  Administration,  and  the  cost 
of  such  examinations,  including  the  compensation  of  tbe  examiners, 
may  in  the  discretion  of  the  Administration  be  assessed  against  the 
company  examined  and  when  so  assessed  shall  be  paid  by  such  com¬ 
pany.  Every  such  company  shall  make  such  reports  to  the  Adminis¬ 
tration  at  such  times  and  in  such  form  as  the  Administration  may 
require ;  except  that  the  Administration  is  authorized  to  exempt  from 
making  such  reports  any  such  company  which  is  registered  under  the 
Investment  Company  Act  of  1940  to  the  extent  necessary  to  avoid 
duplication  in  reporting  requirements. 

(d)  Should  any  small  business  investment  company  violate  or  fail 
to  comply  with  any  of  the  provisions  of  this  Act  or  of  regulations  pre¬ 
scribed  hereunder,  all  of  its  rights,  privileges,  and  franchises  derived 
therefrom  may  thereby  be  forfeited.  Before  any  such  company  shall 
be  declared  dissolved,  or  its  rights,  privileges,  and  franchises  forfeited, 
any  noncompliance  with  or  violation  of  this  Act  shall  be  determined 
and  adjudged  by  a  court  of  the  United  States  of  competent  jurisdic¬ 
tion  in  a  suit  brought  for  that  purpose  in  the  district,  territory,  or 
other  place  subject  to  the  jurisdiction  of  the  United  States,  in  which 
the  principal  office  of  such  company  is  located.  Any  such  suit  shall 
be  brought  by  the  United  States  at  the  instance  of  the  Administration 
or  the  Attorney  General. 

(e)  Whenever  in  the  judgment  of  the  Administration  any  person 
has  engaged  or  is  about  to  engage  in  any  acts  or  practices  which 
constitute  or  will  constitute  a  violation  of  any  provision  of  this  Act 
or  of  any  regulation  thereunder,  the  Administration  may  make  ap¬ 
plication  to  the  proper  district  court  of  the  United  States,  or  a  United 
States  court  of  any  Territory  or  other  place  subject  to  the  jurisdiction 
of  the  United  States,  for  an  order  enjoining  such  acts  or  practices, 
or  for  an  order  enforcing  compliance  with  such  provision,  or  regu¬ 
lation,  and  such  courts  shall  have  jurisdiction  of  such  actions  and, 
upon  a  showing  by  the  Administration  that  such  person  has  engaged 
or  is  about  to  engage  in  any  such  acts  qr  practices,  a  permanent  or 
temporary  injunction,  restraining  order,  or  other  order,  shall  be 
granted  without  bond. 

(f)  Any  small  business  investment  company  may  at  any  time 
within  the  two  years  next  previous  to  the  date  of  the  expiration  of 
its  corporate  existence,  by  a  vote  of  the  shareholders  owning  two- 
thirds  of  its  stock,  apply  to  the  Administration  for  approval  to  extend 
the  period  of  its  corporate  existence  for  a  term  of  not  more  than 
thirty  years,  and  upon  approval  of  the  Administration,  as  provided 
in  section  301  hereof,  such  company  shall  have  its  corporate  existence 
extended  for  such  approved  period  unless  sooner  dissolved  by  the  act 
of  the  shareholders  owning  two-thirds  of  its  stock,  or  by  an  Act  of 
Congress,  or  unless  its  franchise  becomes  forfeited  as  herein  provided. 

(g)  Nothing  in  this  Act  or  in  any  other  provision  of  law  shall  be 
deemed  to  impose  any  liability  on  the  United  States  with  respect  to 
any  obligations  entered  into,  or  stocks  issued,  or  commitments  made, 
by  any  company  organized  under  this  Act. 
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APPROVING  STATE  CHARTERED  COMPANIES  FOR  OPERATIONS  UNDER 

THIS  ACT 

Sec.  309.  Any  investment  company  chartered  under  the  laws  of 
any  State  expressly  for  the  purpose  of  operating  under  this  Act  may 
with  the  approval  of  the  Administrator  be  permitted  to  operate  under 
the  provisions  of  this  Act.  Such  approval  shall  be  given  with  due 
regard  to  the  factors  specified  in  section  301  (c)  with  respect  to  or¬ 
ganization  of  small  business  investment  companies. 

TITLE  IV— CONVERSION  OF  STATE  CHARTERED  IN¬ 
VESTMENT  COMPANIES  AND  STATE  DEVELOPMENT 
COMPANIES 

Sec.  401.  (a)  Prior  to  July  1,  1961,  any  investment  company  or 
any  State  development  company  may,  by  the  vote  of  the  shareholders 
owning  not  less  than  51  percent  of  the  capital  stock  of  such  company, 
with  the  approval  of  the  Administration,  be  converted  into  a  small 
business  investment  company  under  this  Act;  except  that  nothing  con¬ 
tained  herein  shall  be  construed  to  supersede  the  laws  of  any  State. 

(b)  In  such  case  the  articles  of  association  and  organization  certifi¬ 
cate  may  be  executed  by  a  majority  of  the  directors  of  the  corporation, 
and  the  certificate  shall  declare  that  the  owners  of  51  percent  of  the 
capital  stock  have  authorized  the  directors  to  make  such  certificate  and 
to  change  or  convert  the  corporation  into  a  small  business  investment 
company.  A  majority  of  the  directors,  after  executing  the  articles 
of  association  and  the  organization  certificate,  shall  have  power  to 
execute  all  other  papers  and  to  do  whatever  may  be  required  to  make 
its  organization  perfect  and  complete  as  a  smail  business  investment 
company.  The  shares  of  any  such  company  may  continue  to  be  for 
the  same  amount  each  as  they  were  before  the  conversion,  and  the 
directors,  regardless  of  number,  may  continue  to  be  directors  of  the 
corporation  until  the  election  of  the  board  of  directors  is  held  in 
accordance  with  regulations  of  the  Administration. 

(c)  When  the  Administration  has  given  to  such  company  a  certifi¬ 
cate  that  the  provisions  of  this  Act  have  been  complied  with,  such 
company  shall  have  the  same  powers  and  privileges  and  shall  be  sub¬ 
ject  to  the  same  duties,  liabilities,  and  regulations,  in  all  respects, 
as  are  prescribed  by  this  Act  for  companies  originally  organized  as 
small  business  investment  companies. 

TITLE  V— LOANS  TO  STATE  AND  LOCAL  DEVELOPMENT 

COMPANIES 

Sec.  501.  (a)  The  Administration  is  authorized  to  make  loans  to 
State  development  companies  to  assist  in  carrying  out  the  purposes 
of  this  Act.  Any  funds  advanced  under  this  subsection  shall  be  in 
exchange  for  obligations  of  the  development  company  which  bear 
interest  at  such  rate,  and  contain  such  other  terms,  as  the  Adminis¬ 
tration  may  fix,  and  funds  may  be  so  advanced  without  regard  to 
the  use  and  investment  by  the  development  company  of  funds  secured 
by  it  from  other  sources. 

(b)  The  total  amount  of  obligations  purchased  and  outstanding 
at  any  one  time  by  the  Administration  under  this  section  from  any 
one  State  development  company  shall  not  exceed  the  total  amount 
borrowed  by  it  from  all  other  sources.  Funds  advanced  to  a  State 
development  company  under  this  section  shall  be  treated  on  an  equal 
basis  with  those  funds  borrowed  by  such  company  after  the  date  of 
the  enactment  of  this  Act,  regardless  of  source,  which  have  the  highest 
priority,  except  when  this  requirement  is  waived  by  the  Administrator. 

Sec.  502.  The  Administration  may,  in  addition  to  its  authority  under 
section  501,  make  loans  for  plant  construction,  conversion  or  expan¬ 
sion,  including  the  acquisition  of  land,  to  State  and  local  development 
companies,  and  such  loans  may  be  made  or  effected  either  directly  or 
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in  cooperation  with  banks  or  other  lending  institutions  through  agree¬ 
ments  to  participate  on  an  immediate  or  deferred  basis:  Provided , 
however ,  That  the  foregoing  powers  shall  be  subject  to  the  following 
restrictions  and  limitations : 

(1)  All  loans  made  shall  be  so  secured  as  reasonably  to  assure  re¬ 
payment.  In  agreements  to  participate  in  loans  on  a  deferred  basis 
under  this  subsection,  such  participation  by  the  Administration  shall 
not  be  in  excess  of  90  per  centum  of  the  balance  of  the  loan  outstanding 
at  the  time  of  disbursement. 

(2)  The  proceeds  of  any  such  loan  shall  be  used  solely  by  such 
borrower  to  assist  an  identifiable  small-business  concern  and  for  a 
sound  business  purpose  approved  by  the  Administration. 

(3)  Loans  made  by  the  Administration  under  this  section  shall  be 
limited  to  $250,000  for  each  such  identifiable  small-business  concern. 

(4)  Any  development  company  assisted  under  this  section  must 
meet  criteria  established  by  the  Administration,  including  the  ex¬ 
tent  of  participation  to  be  required  or  amount  of  paid-in  capital  to 
be  used  in  each  instance  as  is  determined  to  be  reasonable  by  the  Ad¬ 
ministration. 

(5)  No  loans,  including  extensions  or  renewals  thereof,  shall  be 
made  by  the  Administration  for  a  period  or  periods  exceeding  ten 
years  plus  such  additional  period  as  is  estimated  may  be  required  to 
complete  construction,  conversion,  or  expansion,  but  the  Administra¬ 
tion  may  extend  the  maturity  of  or  renew  any  loan  made  pursuant  to 
this  section  beyond  the  period  stated  for  additional  periods,  not  to 
exceed  ten  years,  if  such  extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan.  Any  such  loan  shall  bear  interest  at  a  rate 
fixed  by  the  Administration. 

(6)  No  loan  shall  be  made  under  this  section  to  any  local  develop¬ 
ment  company  after  June  30,  1961. 

TITLE  VI— CHANGES  IN  FEDERAL  RESERVE 

AUTHORITY 

REPEAL  OF  SECTION  1  :*b  OF  THE  FEDERAL  RESERVE  ACT 

Sec.  601.  Effective  one  year  after  the  date  of  enactment  of  this 
Act,  section  13b  of  the  Federal  Reserve  Act  (12  IT.  S.  C.  352a)  is 
hereby  repealed;  but  such  repeal  shall  not  affect  the  power  of  any 
Federal  Reserve  bank  to  carry  out,  or  protect  its  interest  under,  any 
agreement  theretofore  made  or  transaction  entered  into  in  carrying 
on  operations  under  that  section. 

FUND  FOR  MANAGEMENT  COUNSELING 

Sec.  602.  (a)  Within  sixty  days  after  the  enactment  of  this  Act, 
each  Federal  Reserve  bank  shall  pay  to  the  United  States  the  aggre¬ 
gate  amount  which  the  Secretary  of  the  Treasury  has  heretofore  paid 
to  such  bank  under  the  provisions  of  section  13b  of  the  Federal 
Reserve  Act;  and  such  payment  shall  constitute  a  full  discharge  of 
any  obligation  or  liability  of  the  Federal  Reserve  bank  to  the  United 
States  or  to  the  Secretary  of  the  Treasury  arising  out  of  subsection 
(e)  of  said  section  13b  or  out  of  any  agreement  thereunder. 

(b)  The  amounts  repaid  to  the  United  States  pursuant  to  subsec¬ 
tion  (a)  of  this  section  shall  be  covered  into  a  special  fund  in  the 
Treasury  which  shall  be  available  for  grants  under  section  7  (d)  of 
the  Small  Business  Act.  Any  remaining  balance  of  funds  set  aside 
in  the  Treasury  for  payments  under  section  13b  of  the  Federal  Re¬ 
serve  Act  shall  be  covered  into  the  Treasury  as  miscellaneous  receipts. 

(c)  Section  7  of  the  Small  Business  Act  is  amended  by  adding  at 
the  end  thereof  a  new  subsection  as  follows : 

“(d)  The  Administration  also  is  empowered  to  make  grants  to 
any  State  government,  or  any  agency  thereof,  State  chartered  de¬ 
velopment  credit  or  finance  corporations,  land-grant  colleges  and 
universities,  and  colleges  and  schools  of  business,  engineering,  com- 
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merce,  or  agriculture  for  studies,  research,  and  counseling  concerning 
the  managing,  financing,  and  operation  of  small-business  enterprises 
and  technical  and  statistical  information  necessary  thereto  in  order 
to  carry  out  the  purposes  of  section  8  (b)  (1)  by  coordinating  such 
information  with  existing  information  facilities  within  the  State 
and  by  making  such  information  available  to  State  and  local  agencies. 
Only  one  such  grant  shall  be  made  within  any  one  State  in  any  one 
year,  and  no  such  grant  shall  exceed  an  aggregate  amount  of  $40,000. 
Such  grants  shall  be  made  from  the  fund  established  in  the  Treasury 
by  section  602  (b)  of  the  Small  Business  Investment  Act  of  1958.” 

TITLE  VII— CRIMINAL  PENALTIES 

Sec.  701.  (a)  The  first  paragraph  of  section  217  of  title  18,  United 
States  Code,  is  amended  by  inserting  after  “farm  credit  examiner,” 
the  following:  “or  of  any  small  business  investment  company,”. 

(b)  Section  218  of  such  title  is  amended  by  inserting  after  “Na¬ 
tional  Agricultural  Credit  Corporations,”  the  following:  “or  an  ex¬ 
aminer  of  small  business  investment  companies,”. 

Sec.  702.  (a)  The  first  paragraph  of  section  221  of  title  18,  United 
States  Code,  is  amended  by  inserting  after  “United  States,”  the  fol¬ 
lowing  :  “or  a  small  business  investment  company,”. 

(b)  The  second  paragraph  of  such  section  221  is  amended  by  in¬ 
serting  after  “Congress,”  the  following:  “or  any  small  business  in¬ 
vestment  company,”. 

(c)  The  heading  of  such  section  221  is  amended  by  striking  out 
“farm  loan  or  land  bank”  and  inserting  in  lieu  thereof  “farm  loan, 
land  bank,  or  small  business”. 

(d)  The  table  of  sections  for  chapter  11  of  such  title  18  is  amended 
by  striking  out  “farm  loan  or  land  bank”  in  the  reference  to  section 
221  and  inserting  in  lieu  thereof  “farm  loan,  land  bank,  or  small 
business”. 

Sec.  703.  Section  657  of  title  18,  United  States  Code,  is  amended 
by  inserting  after  “Federal  Savings  and  Loan  Insurance  Corpora¬ 
tion,”  the  following:  “or  any  small  .business  investment  company,”. 

Sec.  704.  Section  1006  of  title  18,  United  States  Code,  is  amended 
by  inserting  after  “Federal  Savings  and  Loan  Insurance  Corporation,” 
the  following:  “or  any  small  business  investment  company,”. 

Sec.  705.  Section  1014  of  title  18,  United  States  Code,  is  amended 
by  inserting  after  “a  Federal  Reserve  bank,”  the  following:  “or  of 
a  small  business  investment  company,”. 


o 

d 

© 

© 

cl 


*d 


so 

cc 


S3 

QTQ 


i-S 

© 

© 


CL 


O 

3’ 


n> 

© 

a 

Mi 

© 

© 

63 


o 

© 


> 

d 

© 

d 

QQ 

H 

-1 


CO 

Of 

oo 


H 

o 

o 

s  « 

o 

d 

cd 

© 

d 

®  g> 
co  ?r 

CP 

d 

JO 

CO  § 
p  ►£ 

d  i — -  ,<d“ 


Hb 

O 

d 

p  2 
£  1. 

O 

c+ 

~~ :  rt- 

sT  ?L 

d- 

cr 

© 

d 

G*  & 
^  S 

►d 

Hh  2-1 

d 

O 

d 

►d 

^  o 
>— « 

o 

CO 

1 

CD 

CO 

h—  d 

«Sr  3 

e 

CO  o 

d*  •"* 
d  © 

CD  O- 
CO  H-.. 
CO  c*- 

> 

2 


00 

Cl 

H 

to  W 
o  - 

r/) 

m  P 


z 

o 

w 

H 

02 

XJ1 


C/i 

w 

a> 

cn 


Public  L  -  a  E  >  699 
85th  Congress,  S.  3651 
August  21,  1958 


AN  ACT 


-.Mill  tart  tone-term  matt  n:«n-  t-.  iny  avuiMe  t  i  *n 
.  -wv  is.  svi  for  at.'  -r  piirp 

hi-  the  Smote  and  Home  »f  /ie^reee..:*.  • '  n  >►  ti¬ 
me  «  f  Imcrica  in.  Uonurt**  a>  -nhled 

*  'MET  TITLE.  STATEMENT  OF  POLICY,  AND  *f 

_*  ^ct,  dirided  into  titles  and  s*vt;o  wcordi  g  to  tlie 
■  of  conte.  ts.  may  be  cited  n  the  “3rus.ll  B  .“ines*  In 


TABUS  OF  CONTENTS 


,t-  t  Ttrx,  ih.vn.uvtx  nr  Pouwt.  -.nr  Dmxmtxi 


Br-Msase  I> >:  .•  •< i  i  : -n  .  ..  oi-  ,u:  «>.ai  P.«>ai 
of  rnalt  I  '  tin  lari-nu.-ut  lX*Moa. 

•u*  ill—  Sviu.  Bl*l\WWl  ISVWITMKXT  COHVANIM 


chartered 
Marios  or  9’ine 


f  it  •iperuiioa?  under  tt  s  Art. 


Public  Law  85-699 
85th  Congress,  S.  3651 
August  21,  1958 


AN  ACT 


72  Stat.  689. 


To  make  equity  capital  and  long-term  credit  more  readily  available  for  small- 
business  concerns,  and  for  other  purposes. 


Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  assembled ,  Small  Business 

Investment  Act 

TITLE  I— SHORT  TITLE,  STATEMENT  OF  POLICY,  AND  °f  1958, 

DEFINITIONS 

SHORT  TITLE 

Sec.  101.  This  Act,  divided  into  titles  and  sections  according  to  the 
following  table  of  contents,  may  be  cited  as  the  “Small  Business  In¬ 
vestment  Act  of  1958.” 

^  TABLE  OF  CONTENTS 

Title  I — Short  Title,  Statement  of  Policy,  and  Definitions 

Sec.  101.  Short  title. 

Sec.  102.  Statement  of  policy. 

Sec.  103.  Definitions. 


Title  II — Small  Business  Investment  Division  of  the  Small  Business 

Administration 

Sec.  201.  Establishment  of  Small  Business  Investment  Division. 

Sec.  202.  Provision  and  purposes  of  funds. 


Title  III — Small  Business  Investment  Companies 


See.  301.  Organization  of  small  business  investment  companies. 

Sec.  302.  Capital  stock  and  subordinated  debentures. 

Sec.  303.  Borrowing  power. 

Sec.  304.  Provision  of  equity  capital  for  small-business  concerns. 

See.  305.  Long-term  loans  to  small-business  concerns. 

Sec.  306.  Aggregate  limitations. 

Sec.  307.  Exemptions. 

Sec.  308.  Miscellaneous. 

Sec.  309.  Approving  State  chartered  companies  for  operations  under  this  Act. 


> 


itle  IV — Conversion  of  State  Chartered  Investment  Companies  and  State 
Development  Companies 


Title  V— Loans  to  State  and  Local  Development  Companies 


Title  VI — Changes  in  Federal  Reserve  Authority 


Sec.  601.  Repeal  of  section  13b  of  the  Federal  Reserve  Act. 
Sec.  602.  Fund  for  management  counseling. 


Title  VII — Criminal  Penalties 


STATEMENT  OF  POLICY 

Sec.  102.  It  is  declared  to  be  the  policy  of  the  Congress  and  the  pur¬ 
pose  of  this  Act  to  improve  and  stimulate  the  national  economy  in 
general  and  the  small-business  segment  thereof  in  particular  by  estab¬ 
lishing  a  program  to  stimulate  and  supplement  the  flow  of  private 
equity  capital  and  long-term  loan  funds  which  small-business  con¬ 
cerns  need  for  the  sound  financing  of  their  business  operations  and 
for  their  growth,  expansion,  and  modernization,  and  which  are  not 
available  in  adequate  supply:  Provided ,  however ,  That  this  policy 
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shall  be  carried  out  in  such  manner  as  to  insure  the  maximum  par¬ 
ticipation  of  private  financing  sources. 

It  is  the  intention  of  the  Congress  that  the  provisions  of  this  Act 
shall  be  so  administered  that  any  financial  assistance  provided  here¬ 
under  shall  not  result  in  a  substantial  increase  of  unemployment  in 
any  area  of  the  country. 

DEFINITIONS 

Sec.  103.  As  used  in  this  Act — 

(1)  the  term  “Administration”  means  the  Small  Business  Ad¬ 
ministration  ; 

(2)  the  term  “Administrator”  means  the  Administrator  of  the 
Small  Business  Administration ; 

(3)  the  terms  “small  business  investment  company”  and  “com¬ 
pany”  mean  a  small  business  investment  company  organized  as 
provided  in  title  III,  including  (except  for  purposes  of  section 
301  and  section  308  (f))  a  State-chartered  investment  company 
which  has  obtained  the  approval  of  the  Administrator  to  operate 
under  the  provisions  of  this  Act  as  provided  in  section  309  ar 

a  company  converted  into  a  small  business  investment  compa. 
under  section  401  of  this  Act; 

(4)  the  term  “United  States”  means  the  several  States,  the 
Territories  of  Alaska  and  Hawaii,  the  District  of  Columbia,  and 
the  Commonwealth  of  Puerto  Rico; 

(5)  the  term  “small -business  concern”  shall  have  the  same 
meaning  as  in  the  Small  Business  Act;  and 

(6)  the  term  “development  companies”  means  enterprises  in¬ 
corporated  under  State  law  with  the  authority  to  promote  and 
assist  the  growth  and  development  of  small-business  concerns  in 
the  areas  covered  by  their  operations. 

TITLE  II— SMALL  BUSINESS  INVESTMENT  DIVISION  OF 
THE  SMALL  BUSINESS  ADMINISTRATION 

ESTABLISHMENT  OF  SMALL  BUSINESS  INVESTMENT  DIVISION 

Sec.  201.  There  is  hereby  established  in  the  Small  Business  Admin¬ 
istration  a  division  to  be  known  as  the  Small  Business  Investment 
Division.  The  Division  shall  be  headed  by  a  Deputy  Administrator 
who  shall  be  appointed  by  the  Administrator,  and  shall  receive  com¬ 
pensation  at  the  rate  provided  by  law  for  other  deputy  administrate 
of  the  Small  Business  Administration.  The  powers  conferred  -  _ 
this  Act  upon  the  Administration  shall  be  exercised  by  the  Adminis¬ 
tration  through  the  Small  Business  Investment  Division,  and  the 
powers  herein  conferred  upon  the  Administrator  shall  be  exercised 
by  him  through  the  Deputy  Administrator  appointed  hereunder.  In 
the  performance  of,  and  with  respect  to  the  functions,  powers,  and 
duties  vested  by  this  Act,  the  Administrator  and  the  Administration 
shall  (in  addition  to  any  authority  otherwise  vested  by  this  Act) 
have  the  functions,  powers,  and  duties  set  forth  in  the  Small  Business 
Ante,  p.  394,  Act,  and  the  provisions  of  sections  13  and  16  of  that  Act,  insofar  as 
395.  applicable,  are  extended  to  apply  to  the  functions  of  the  Adminis¬ 

trator  and  the  Administration  under  this  Act. 

PROVISION  AND  PURPOSES  OF  FUNDS 

Ante,  p.  385.  Sec.  202.  (a)  Section  4  (c)  of  the  Small  Business  Act  is  amended — 

(1)  by  striking  out  “$650,000,000”  each  place  it  appears  and 
inserting  in  lieu  thereof  “$900,000,000”; 
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(2)  by  inserting  before  the  period  at  the  end  of  the  fourth 
sentence  the  following:  and  in  the  exercise  of  the  functions  of 
the  Administration  under  the  Small  Business  Investment  Act 
of  1958”;  and 

(3)  by  inserting  after  the  seventh  sentence  the  following  new 
sentence:  “Not  to  exceed  an  aggregate  of  $250,000,000  shall  be 
outstanding  at  any  one  time  for  the  exercise  of  the  functions  of 
the  Administration  under  the  Small  Business  Investment  Act  of 
1958.” 

(b)  There  are  hereby  authorized  to  be  appropriated  such  sums  Appropriati 
as  may  be  necessary  and  appropriate  for  the  administrative  expenses 
of  the  Administration  under  this  Act. 


TITLE  III— SMALL  BUSINESS  INVESTMENT  COMPANIES 


ORGANIZATION  OF  SMALL  BUSINESS  INVESTMENT  COMPANIES 

Sec.  301.  (a)  Small  business  investment  companies  may  be  formed 
yr  the  purpose  of  operating  under  this  Act  by  any  number  of  per¬ 
sons,  not  less  than  10,  who  shall  subscribe  to  the  articles  of  incorpo¬ 
ration  of  any  such  company :  Provided ,  That  no  such  company  shall 
be  chartered  by  the  Administration  under  this  section  in  any  State 
unless  the  Administration  determines  that  investment  companies  can¬ 
not  be  chartered  under  the  laws  of  such  State  and  operate  in  accord¬ 
ance  with  the  purpose  of  this  Act:  Provided  further ,  That  no  such 
company  shall  be  chartered  by  the  Administration  under  this  section 
after  June  30, 1961. 

(b)  The  articles  of  incorporation  of  any  small  business  investment 
company  shall  specify  in  general  terms  the  objects  for  which  the 
company  is  formed,  the  name  assumed  by  such  company,  the  area  or 
areas  in  which  its  operations  are  to  be  carried  on,  the  place  where 
its  principal  office  is  to  be  located,  and  the  amount  and  classes  of  its 
shares  of  capital  stock.  Such  articles  may  contain  any  other  provi¬ 
sions  not  inconsistent  with  this  Act  that  the  company  may  see  fit  to 
adopt  for  the  regulation  of  its  business  and  the  conduct  of  its  affairs. 
Such  articles  and  any  amendments  thereto  adopted  from  time  to  time 
shall  be  subject  to  the  approval  of  the  Administration. 

(c)  The  articles  of  incorporation  and  amendments  thereto  shall  be 
forwarded  to  the  Administration  for  consideration  and  approval  or 

^disapproval.  In  determining  whether  to  approve  the  establishment 
j  such  a  company  and  its  proposed  articles  of  incorporation,  the 
-Administration  shall  give  due  regard,  among  other  things,  to  the 
need  for  the  financing  of  small-business  concerns  in  the  area  in  which 
the  proposed  company  is  to  commence  business,  the  general  character 
of  the  proposed  management  of  the  company,  the  number  of  such 
companies  previously  organized  in  the  United  States,  and  the  volume 
of  their  operations.  After  consideration  of  all  relevant  factors,  the 
Administration  may  in  its  discretion  approve  the  articles  of  incor¬ 
poration  and  issue  a  permit  to  begin  business. 

(d)  Upon  issuance  of  such  permit,  the  company  shall  become  and 
be  a  body  corporate,  and  as  such,  and  in  the  name  designated  in  its 
articles  shall  have  power — 

(1)  to  adopt  and  use  a  corporate  seal ; 

(2)  to  have  succession  for  a  period  of  thirty  years,  unless  ex¬ 
tended  as  provided  in  section  308  (f),  or  unless  sooner  dissolved 
by  the  act  of  the  shareholders  owning  two-thirds  of  the  stock 
or  by  an  Act  of  Congress,  or  unless  its  franchise  becomes  forfeited 
by  some  violation  of  law  or  regulation  issued  hereunder; 
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(3)  to  make  contracts; 

(4)  to  sue  and  be  sued,  complain,  and  defend  in  any  court  of 
law  or  equity ; 

(5)  by  its  board  of  directors,  to  appoint  such  officers  and  em¬ 
ployees  as  may  be  deemed  proper,  define  their  authority  and 
duties,  fix  their  compensation,  require  bonds  of  such  of  them  as 
it  deems  advisable  and  fix  the  penalty  thereof,  dismiss  such  officers 
or  employees,  or  any  thereof,  at  pleasure,  and  appoint  others  to 
fill  their  places ; 

(6)  to  adopt  bylaws  regulating  the  manner  in  which  its  stock 
shall  be  transferred,  its  officers  and  employees  appointed,  its 
property  transferred,  and  the  privileges  granted  to  it  by  law 
exercised  and  enjoyed; 

(7)  to  establish  branch  offices  or  agencies  subject  to  the  approval 
of  the  Administration ; 

(8)  to  acquire,  hold,  operate,  and  dispose  of  any  property 
(real,  personal,  or  mixed)  whenever  necessary  or  appropriate  to 
the  carrying  out  of  its  lawful  functions; 

(9)  to  act  as  depository  or  fiscal  agent  of  the  United  Sta^  j 
when  so  designated  by  the  Secretary  of  the  Treasury; 

(10)  to  operate  in  such  area  or  areas  as  may  be  specified  in 
its  articles  of  incorporation  and  approved  by  the  Administration; 
and 

(11)  to  exercise  the  other  powers  set  forth  in  this  Act  and 
such  incidental  powers  as  may  reasonably  be  necessary  to  carry 
on  the  business  for  which  the  company  is  established. 

(e)  The  board  of  directors  of  each  small  business  investment  com¬ 
pany  shall  consist  of  nine  members  who  shall  be  elected  annually  by 
the  holders  of  the  shares  of  stock  of  the  company. 

CAPITAL  STOCK  AND  SUBORDINATED  DEBENTURES 

Sec.  302.  (a)  Each  company  authorized  to  operate  under  this  Act 
shall  have  a  paid-in  capital  and  surplus  equal  to  at  least  $300,000. 
In  order  to  facilitate  the  formation  of  small  business  investment  com¬ 
panies,  the  Administration  is  hereby  authorized,  notwithstanding  any 
other  provisions  of  law,  to  purchase  the  debentures  of  any  such  com¬ 
pany  in  an  amount  equal  to  not  more  than  $150,000.  Any  debentures 
purchased  by  the  Administration  under  this  subsection  shall  be  subor¬ 
dinate  to  any  other  debenture  bonds,  promissory  notes,  or  other  obli¬ 
gations  which  may  be  issued  by  such  companies,  and  shall  be  deeny  ' 
a  part  of  the  capital  and  surplus  of  such  companies  for  purposes  l 
this  section  and  sections  303  (b)  and  306  of  this  Act. 

(b)  Shares  of  stock  in  small  business  investment  companies  shall 
be  eligible  for  purchase  by  national  banks,  and  shall  be  eligible  for 
purchase  by  other  member  banks  of  the  Federal  Reserve  System  and 
nonmember  insured  banks  to  the  extent  permitted  under  applicable 
State  law ;  except  that  in  no  event  shall  any  such  bank  hold  shares 
in  small  business  investment  companies  in  an  amount  aggregating 
more  than  1  percent  of  its  capital  and  surplus. 

(c)  The  aggregate  amount  of  shares  in  any  such  company  or  com¬ 
panies  which  may  be  owned  or  controlled  by  any  stockholder,  or  by 
any  group  or  class  of  stockholders,  may  be  limited  by  the 
Administration. 

BORROWING  POWER 

Sec.  303.  (a)  Each  small  business  investment  company  shall  have 
authority  to  borrow  money  and  to  issue  its  debenture  bonds,  promis¬ 
sory  notes,  or  other  obligations  under  such  general  conditions  and 
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subject  to  such  limitations  and  regulations  as  the  Administration  may 
prescribe. 

(b)  To  encourage  the  formation  and  growth  of  small  business  in¬ 
vestment  companies,  the  Administration  is  authorized  to  lend  funds 
to  such  companies  through  the  purchase  of  their  obligations  which 
shall  bear  interest  at  such  rate,  and  contain  such  other  terms,  as  the 
Administration  may  fix.  The  total  amount  of  obligations  purchased 
and  outstanding  at  any  one  time  by  the  Administration  under  this 
subsection  in  any  one  company  shall  not  exceed  50  percent  of  the  paid- 
in  capital  and  surplus  of  such  company. 

PROVISION  OF  EQUITY  CAPITAL  FOR  SMALL-BUSINESS  CONCERNS 

Sec.  304.  (a)  It  shall  be  a  primary  function  of  each  small  business 
investment  company  to  provide  a  source  of  needed  equity  capital  for 
small-business  concerns  in  the  manner  and  subject  to  the  conditions 
described  in  this  section. 

(b)  Capital  shall  be  provided  by  a  company  to  a  small-business 
concern  under  this  section  only  through  the  purchase  of  debenture 
ds  (of  such  concern)  which  shall — 


(1)  bear  interest  at  such  rate,  and  contain  such  other  terms, 
as  the  company  may  fix  with  the  approval  of  the  Administration ; 

(2)  be  callable  on  any  interest  payment  date,  upon  three 
months’  notice,  at  par  plus  accrued  interest;  and 

(3)  be  convertible  at  the  option  of  the  company,  or  a  holder 
in  due  course,  up  to  and  including  the  effective  date  of  any  call 
by  the  issuer,  into  stock  of  the  small-business  concern  at  the  sound 
book  value  of  such  stock  determined  at  the  time  of  the  issuance 
of  the  debentures. 

(c)  Before  any  capital  is  provided  to  a  small-business  concern  under 
this  section — 

(1)  the  company  may  require  such  concern  to  refinance  any 
or  all  of  its  outstanding  indebtedness  so  that  the  company  is  the 
only  holder  of  any  evidence  of  indebtedness  of  such  concern ;  and 

(2)  except  as  provided  in  regulations  issued  by  the  Admin¬ 
istration,  such  concern  shall  agree  that  it  will  not  thereafter 
incur  any  indebtedness  without  first  securing  the  approval  of  the 
company  and  giving  the  company  the  first  opportunity  to  finance 
such  indebtedness. 

(d)  Whenever  a  company  provides  capital  to  a  small-business  con¬ 
cern  under  this  section,  such  concern  shall  be  required  to  become  a 
^V>ckholder-proprietor  of  the  company  by  investing  in  the  capital 

Jwk  of  the  company,  in  an  amount  equal  to  not  less  than  2  percent 
nor  more  than  5  percent  of  the  amount  of  the  capital  so  provided, 
in  accordance  with  regulations  prescribed  by  the  Administrator. 


LONG-TERM  LOANS  TO  SMALL-BUSINESS  CONCERNS 


Sec.  305.  (a)  Each  company  is  authorized  to  make  loans,  in  the 
manner  and  subject  to  the  conditions  described  in  this  section,  to 
incorporated  and  unincorporated  small -business  concerns  in  order  to 
provide  such  concerns  with  funds  needed  for  sound  financing,  growth, 
modernization,  and  expansion. 

(b)  Loans  made  under  this  section  may  be  made  directly  or  in  co¬ 
operation  with  other  lending  institutions  through  agreements  to 
participate  on  an  immediate  or  deferred  basis.  In  agreements  to 
participate  in  loans  on  a  deferred  basis  under  this  subsection,  the 
participation  by  the  company  shall  not  be  in  excess  of  90  per  centum 
of  the  balance  of  the  loan  outstanding  at  the  time  of  disbursement. 

(c)  The  maximum  rate  of  interest  for  the  company’s  share  of  any 
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loan  made  under  this  section  shall  be  determined  by  the  Adminis¬ 
tration. 

(d)  Any  loan  made  under  this  section  shall  have  a  maturity  not 
exceeding  twenty  years. 

(e)  Any  loan  made  under  this  section  shall  be  of  such  sound  value, 
or  so  secured,  as  reasonably  to  assure  repayment. 

(f)  Any  company  which  has  made  a  loan  to  a  small-business  con¬ 
cern  under  this  section  is  authorized  to  extend  the  maturity  of  or 
renew  such  loan  for  additional  periods,  not  exceeding  ten  years,  if  the 
company  finds  that  such  extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan. 

AGGREGATE  LIMITATIONS 

Sec.  306.  Without  the  approval  of  the  Administration,  the  aggre¬ 
gate  amount  of  obligations  and  securities  acquired  and  for  which  com¬ 
mitments  may  be  issued  by  any  small  business  investment  company 
under  the  provisions  of  this  Act  for  any  single  enterprise  shall  not 
exceed  20  percent  of  the  combined  capital  and  surplus  of  such  small 
business  investment  company  authorized  by  this  Act.  ( 

EXEMPTIONS 

Sec.  307.  (a)  Section  3  of  the  Securities  Act  of  1933,  as  amended 

48  stat.  75.  (15  U.  S.  C.  77c),  is  hereby  amended  by  inserting  at  the  end  thereof 

the  following  new  subsection  (c)  : 

“(c)  The  Commission  may  from  time  to  time  by  its  rules  and  regu¬ 
lations  and  subject  to  such  terms  and  conditions  as  may  be  prescribed 
therein,  add  to  the  securities  exempted  as  provided  in  this  section  any 
class  of  securities  issued  by  a  small  business  investment  company 
under  the  Small  Business  Investment  Act  of  1958  if  it  finds,  having 
regard  to  the  purposes  of  that  Act,  that  the  enforcement  of  this  Act 
with  respect  to  such  securities  is  not  necessary  in  the  public  interest 
and  for  the  protection  of  investors.” 

(b)  Section  304  of  the  Trust  Indenture  Act  of  1939  (15  U.  S.  C. 

53  sta-t.  1153.  77ddd)  is  hereby  amended  by  adding  the  following  subsection  (e)  : 

“(e)  The  Commission  may  from  time  to  time  by  its  rules  and  reg¬ 
ulations,  and  subject  to  such  terms  and  conditions  as  may  be  pre¬ 
scribed  herein,  add  to  the  securities  exempted  as  provided  in  this 
section  any  class  of  securities  issued  by  a  small  business  investment 
company  under  the  Small  Business  Investment  Act  of  1958  if  it  finds, 
having  regard  to  the  purposes  of  that  Act,  that  the  enforcement  of 
this  Act  with  respect  to  such  securities  is  not  necessary  in  the  public 
interest  and  for  the  protection  of  investors.” 

54  stat.  817.  (c)  Section  18  of  the  Investment  Company  Act  of  1940  (15  U.  S.  C. 

80a-18)  is  amended  by  adding  at  the  end  thereof  the  following: 

“(k)  The  provisions  of  subparagraphs  (A)  and  (B)  of  paragraph 
(1)  of  subsection  (a)  of  this  section  shall  not  apply  to  investment 
companies  operating  under  the  Small  Business  Investment  Act  of 
1958.” 

MISCELLANEOUS 

Fees.  Sec.  308.  (a)  Wherever  practicable  the  operations  of  a  small  busi¬ 

ness  investment  company,  including  the  generation  of  business,  may 
be  undertaken  in  cooperation  with  banks  or  other  financial  institutions, 
and  any  servicing  or  initial  investigation  required  for  loans  or  ac¬ 
quisitions  of  securities  by  the  company  under  the  provisions  of  this 
Act  may  be  handled  through  such  banks  or  other  financial  institutions 
on  a  fee  basis.  Any  small  business  investment  company  may  receive 
fees  for  services  rendered  to  banks  or  other  financial  institutions. 
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(b)  Each  small  business  investment  company  may  make  use, 
wherever  practicable,  of  the  advisory  services  of  the  Federal  Reserve 
System  and  of  the  Department  of  Commerce  which  are  available  for 
and  useful  to  industrial  and  commercial  businesses,  and  may  provide 
consulting  and  advisory  services  on  a  fee  basis  and  have  on  its  staff 
persons  competent  to  provide  such  services.  Any  Federal  Reserve 
bank  is  authorized  to  act  as  a  depository  or  fiscal  agent  for  any  com¬ 
pany  organized  under  this  Act.  Such  companies  may  invest  funds 
not  reasonably  needed  for  their  current  operations  in  direct  obliga¬ 
tions  of,  or  obligations  guaranteed  as  to  principal  and  interest  by, 
the  United  States. 

(c)  The  Administration  is  authorized  to  prescribe  regulations  gov¬ 
erning  the  operations  of  small  business  investment  companies,  and 
to  carry  out  the  provisions  of  this  Act,  in  accordance  with  the  pur¬ 
poses  of  this  Act.  Each  small  business  investment  company  shall  be 
subject  to  examinations  made  by  direction  of  the  Administration  by 
examiners  selected  or  approved  by  the  Administration,  and  the  cost 
of  such  examinations,  including  the  compensation  of  the  examiners, 
may  in  the  discretion  of  the  Administration  be  assessed  against  the 
"T^apany  examined  and  when  so  assessed  shall  be  paid  by  such  com- 

4y.  Every  such  company  shall  make  such  reports  to  the  Adminis¬ 
tration  at  such  times  and  in  such  form  as  the  Administration  may 
require;  except  that  the  Administration  is  authorized  to  exempt  from 
making  such  reports  any  such  company  which  is  registered  under  the 
Investment  Company  Act  of  1940  to  the  extent  necessary  to  avoid 
duplication  in  reporting  requirements. 

(d)  Should  any  small  business  investment  company  violate  or  fail 
to  comply  with  any  of  the  provisions  of  this  Act  or  of  regulations  pre¬ 
scribed  hereunder,  all  of  its  rights,  privileges,  and  franchises  derived 
therefrom  may  thereby  be  forfeited.  Before  any  such  company  shall 
be  declared  dissolved,  or  its  rights,  privileges,  and  franchises  forfeited, 
any  noncompliance  with  or  violation  of  this  Act  shall  be  determined 
and  adjudged  by  a  court  of  the  United  States  of  competent  jurisdic¬ 
tion  in  a  suit  brought  for  that  purpose  in  the  district,  territory,  or 
other  place  subject  to  the  jurisdiction  of  the  United  States,  in  which 
the  principal  office  of  such  company  is  located.  Any  such  suit  shall 
be  brought  by  the  United  States  at  the  instance  of  the  Administration 
or  the  Attorney  General. 

(e)  Whenever  in  the  judgment  of  the  Administration  any  person 
has  engaged  or  is  about  to  engage  in  any  acts  or  practices  which 
constitute  or  will  constitute  a  violation  of  any  provision  of  this  Act 

*>f  any  regulation  thereunder,  the  Administration  may  make  ap- 
_  ^cation  to  the  proper  district  court  of  the  United  States,  or  a  United 
States  court  of  any  Territory  or  other  place  subject  to  the  jurisdiction 
of  the  United  States,  for  an  order  enjoining  such  acts  or  practices, 
or  for  an  order  enforcing  compliance  with  such  provision,  or  regu¬ 
lation,  and  such  courts  shall  have  jurisdiction  of  such  actions  and, 
upon  a  showing  by  the  Administration  that  such  person  has  engaged 
or  is  about  to  engage  in  any  such  acts  or  practices,  a  permanent  or 
temporary  injunction,  restraining  order,  or  other  order,  shall  be 
granted  without  bond. 

(f)  Any  small  business  investment  company  may  at  any  time 
within  the  two  years  next  previous  to  the  date  of  the  expiration  of 
its  corporate  existence,  by  a  vote  of  the  shareholders  owning  two- 
thirds  of  its  stock,  apply  to  the  Administration  for  approval  to  extend 
the  period  of  its  corporate  existence  for  a  term  of  not  more  than 
thirty  years,  and  upon  approval  of  the  Administration,  as  provided 
in  section  301  hereof,  such  company  shall  have  its  corporate  existence 
extended  for  such  approved  period  unless  sooner  dissolved  by  the  act 


Advisory 

services. 


Examinations, 

etc. 


54  Stat.  789. 
15  USC  80a-51. 
Noncompliance . 


Restraining 

orders. 


Corporate 

extension. 


Pub.  Law  85-699 

72  Stat.  696. 


-8- 


August  21 ,  1958 


of  the  shareholders  owning  two-thirds  of  its  stock,  or  by  an  Act  of 
Congress,  or  unless  its  franchise  becomes  forfeited  as  herein  provided. 

(g)  Nothing  in  this  Act  or  in  any  other  provision  of  law  shall  be 
deemed  to  impose  any  liability  on  the  United  States  with  respect  to 
any  obligations  entered  into,  or  stocks  issued,  or  commitments  made, 
by  any  company  organized  under  this  Act. 

APPROVING  STATE  CHARTERED  COMPANIES  FOR  OPERATIONS  UNDER 

THIS  ACT 

Sec.  309.  Any  investment  company  chartered  under  the  laws  of 
any  State  expressly  for  the  purpose  of  operating  under  this  Act  may 
with  the  approval  of  the  Administrator  be  permitted  to  operate  under 
the  provisions  of  this  Act.  Such  approval  shall  be  given  with  due 
regard  to  the  factors  specified  in  section  301  (c)  with  respect  to  or¬ 
ganization  of  small  business  investment  companies. 

TITLE  IV— CONVERSION  OF  STATE  CHARTERED  IN¬ 
VESTMENT  COMPANIES  AND  STATE  DEVELOPMENT 
COMPANIES 

Sec.  401.  (a)  Prior  to  July  1,  1961,  any  investment  company  or 
any  State  development  company  may,  by  the  vote  of  the  shareholders 
owning  not  less  than  51  percent  of  the  capital  stock  of  such  company, 
with  the  approval  of  the  Administration,  be  converted  into  a  small 
business  investment  company  under  this  Act;  except  that  nothing  con¬ 
tained  herein  shall  be  construed  to  supersede  the  laws  of  any  State. 

(b)  In  such  case  the  articles  of  association  and  organization  certifi¬ 
cate  may  be  executed  by  a  majority  of  the  directors  of  the  corporation, 
and  the  certificate  shall  declare  that  the  owners  of  51  percent  of  the 
capital  stock  have  authorized  the  directors  to  make  such  certificate  and 
to  change  or  convert  the  corporation  into  a  small  business  investment 
company.  A  majority  of  the  directors,  after  executing  the  articles 
of  association  and  the  organization  certificate,  shall  have  power  to 
execute  all  other  papers  and  to  do  whatever  may  be  required  to  make 
its  organization  perfect  and  complete  as  a  small  business  investment 
company.  The  shares  of  any  such  company  may  continue  to  be  for 
the  same  amount  each  as  they  were  before  the  conversion,  and  the 
directors,  regardless  of  number,  may  continue  to  be  directors  of  the 
corporation  until  the  election  of  the  board  of  directors  is  held  in 
accordance  with  regulations  of  the  Administration. 

(c)  When  the  Administration  has  given  to  such  company  a  certii 
cate  that  the  provisions  of  this  Act  have  been  complied  with,  such 
company  shall  have  the  same  powers  and  privileges  and  shall  be  sub¬ 
ject  to  the  same  duties,  liabilities,  and  regulations,  in  all  respects, 
as  are  prescribed  by  this  Act  for  companies  originally  organized  as 
small  business  investment  companies. 

TITLE  V— LOANS  TO  STATE  AND  LOCAL  DEVELOPMENT 

COMPANIES 

Sec.  501.  (a)  The  Administration  is  authorized  to  make  loans  to 
State  development  companies  to  assist  in  carrying  out  the  purposes 
of  this  Act.  Any  funds  advanced  under  this  subsection  shall  be  in 
exchange  for  obligations  of  the  development  company  which  bear 
interest  at  such  rate,  and  contain  such  other  terms,  as  the  Adminis¬ 
tration  may  fix,  and  funds  may  be  so  advanced  without  regard  to 
the  use  and  investment  by  the  development  company  of  funds  secured 
by  it  from  other  sources. 
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(b)  The  total  amount  of  obligations  purchased  and  outstanding 
at  any  one  time  by  the  Administration  under  this  section  from  any 
one  State  development  company  shall  not  exceed  the  total  amount 
borrowed  by  it  from  all  other  sources.  Funds  advanced  to  a  State 
development  company  under  this  section  shall  be  treated  on  an  equal 
basis  with  those  funds  borrowed  by  such  company  after  the  date  of 
the  enactment  of  this  Act,  regardless  of  source,  which  have  the  highest 
priority,  except  when  this  requirement  is  waived  by  the  Administrator. 

Sec.  502.  The  Administration  may,  in  addition  to  its  authority  under 
section  501,  make  loans  for  plant  construction,  conversion  or  expan¬ 
sion,  including  the  acquisition  of  land,  to  State  and  local  development 
companies,  and  such  loans  may  be  made  or  effected  either  directly  or 
in  cooperation  with  banks  or  other  lending  institutions  through  agree¬ 
ments  to  participate  on  an  immediate  or  deferred  basis:  Provided , 
however ,  That  the  foregoing  powers  shall  be  subject  to  the  following 
restrictions  and  limitations : 

(1)  All  loans  made  shall  be  so  secured  as  reasonably  to  assure  re- 
yment.  In  agreements  to  participate  in  loans  on  a  deferred  basis 
der  this  subsection,  such  participation  by  the  Administration  shall 
t  be  in  excess  of  90  per  centum  of  the  balance  of  the  loan  outstanding 

at  the  time  of  disbursement. 

(2)  The  proceeds  of  any  such  loan  shall  be  used  solely  by  such 
borrower  to  assist  an  identifiable  small-business  concern  and  for  a 
sound  business  purpose  approved  by  the  Administration. 

(3)  Loans  made  by  the  Administration  under  this  section  shall  be 
limited  to  $250,000  for  each  such  identifiable  small-business  concern. 

(4)  Any  development  company  assisted  under  this  section  must 
meet  criteria  established  by  the  Administration,  including  the  ex¬ 
tent  of  participation  to  be  required  or  amount  of  paid-in  capital  to 
be  used  in  each  instance  as  is  determined  to  be  reasonable  by  the  Ad¬ 
ministration. 

(5)  No  loans,  including  extensions  or  renewals  thereof,  shall  be 
made  by  the  Administration  for  a  period  or  periods  exceeding  ten 
years  plus  such  additional  period  as  is  estimated  may  be  required  to 
complete  construction,  conversion,  or  expansion,  but  the  Administra¬ 
tion  may  extend  the  maturity  of  or  renew  any  loan  made  pursuant  to 
this  section  beyond  the  period  stated  for  additional  periods,  not  to 
exceed  ten  years,  if  such  extension  or  renewal  will  aid  in  the  orderly 
liquidation  of  such  loan.  Any  such  loan  shall  bear  interest  at  a  rate 

ed  by  the  Administration. 

(6)  No  loan  shall  be  made  under  this  section  to  any  local  develop- 
int  company  after  June  30,  1961. 


TITLE  VI— CHANGES  IN  FEDERAL  RESERVE 
AUTHORITY 


REPEAL  OF  SECTION  13b  OF  THE  FEDERAL  RESERVE  ACT 

Sec.  601.  Effective  one  year  after  the  date  of  enactment  of  this 
Act,  section  13b  of  the  Federal  Reserve  Act  (12  U.  S.  C.  352a)  is  48  stat. 
hereby  repealed;  but  such  repeal  shall  not  affect  the  power  of  any 
Federal  Reserve  bank  to  carry  out,  or  protect  its  interest  under,  any 
agreement  theretofore  made  or  transaction  entered  into  in  carrying 
on  operations  under  that  section. 


48  Stat.  1105. 
12  USC  352a. 


Infra. 


12  USC  352a. 


62  Stat.  694, 

62  Stat.  695. 

62  Stat.  695. 

18  USC  preo. 
201. 
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FUND  FOR  MANAGEMENT  COUNSELING 

Sec.  602.  (a)  Within  sixty  days  after  the  enactment  of  this  Act, 
each  Federal  Reserve  bank  shall  pay  to  the  United  States  the  aggre¬ 
gate  amount  which  the  Secretary  of  the  Treasury  has  heretofore  paid 
to  such  bank  under  the  provisions  of  section  13b  of  the  Federal 
Reserve  Act;  and  such  payment  shall  constitute  a  full  discharge  of 
any  obligation  or  liability  of  the  Federal  Reserve  bank  to  the  United 
States  or  to  the  Secretary  of  the  Treasury  arising  out  of  subsection 
(e)  of  said  section  13b  or  out  of  any  agreement  thereunder. 

(b)  The  amounts  repaid  to  the  United  States  pursuant  to  subsec¬ 
tion  (a)  of  this  section  shall  be  covered  into  a  special  fund  in  the 
Treasury  which  shall  be  available  for  grants  under  section  7  (d)  of 
the  Small  Business  Act.  Any  remaining  balance  of  funds  set  aside 
in  the  Treasury  for  payments  under  section  13b  of  the  Federal  Re¬ 
serve  Act  shall  be  covered  into  the  Treasury  as  miscellaneous  receipts. 

(c)  Section  7  of  the  Small  Business  Act  is  amended  by  adding  at 
the  end  thereof  a  new  subsection  as  follows : 

“(d)  The  Administration  also  is  empowered  to  make  grants/" 
any  State  government,  or  any  agency  thereof,  State  chartered  j 
veiopment  credit  or  finance  corporations,  land-grant  colleges  and 
universities,  and  colleges  and  schools  of  business,  engineering,  com¬ 
merce,  or  agriculture  for  studies,  research,  and  counseling  concerning 
the  managing,  financing,  and  operation  of  small-business  enterprises 
and  technical  and  statistical  information  necessary  thereto  in  order 
to  carry  out  the  purposes  of  section  8  (b)  (1)  by  coordinating  such 
information  with  existing  information  facilities  within  the  State 
and  by  making  such  information  available  to  State  and  local  agencies. 
Only  one  such  grant  shall  be  made  within  any  one  State  in  any  one 
year,  and  no  such  grant  shall  exceed  an  aggregate  amount  of  $40,000. 
Such  grants  shall  be  made  from  the  fund  established  in  the  Treasury 
by  section  602  (b)  of  the  Small  Business  Investment  Act  of  1958.” 

TITLE  VII— CRIMINAL  PENALTIES 

Sec.  701.  (a)  The  first  paragraph  of  section  217  of  title  18,  United 
States  Code,  is  amended  by  inserting  after  “farm  credit  examiner,” 
the  following:  “or  of  any  small  business  investment  company,”. 

(b)  Section  218  of  such  title  is  amended  by  inserting  after  “Na¬ 
tional  Agricultural  Credit  Corporations,”  the  following:  “or  an  ex¬ 
aminer  of  small  business  investment  companies,”.  / 

Sec.  702.  (a)  The  first  paragraph  of  section  221  of  title  18,  Unik. 
States  Code,  is  amended  by  inserting  after  “United  States,”  the  fol¬ 
lowing:  “or  a  small  business  investment  company,”. 

(b)  The  second  paragraph  of  such  section  221  is  amended  by  in¬ 
serting  after  “Congress,”  the  following:  “or  any  small  business  in¬ 
vestment  company,”. 

(c)  The  heading  of  such  section  221  is  amended  by  striking  out 
“farm  loan  or  land  bank”  and  inserting  in  lieu  thereof  “farm  loan, 
land  bank,  or  small  business”. 

(d)  The  table  of  sections  for  chapter  11  of  such  title  18  is  amended 
by  striking  out  “farm  loan  or  land  bank”  in  the  reference  to  section 
221  and  inserting  in  lieu  thereof  “farm  loan,  land  bank,  or  small 
business”. 
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Sec.  703.  Section  657  of  title  18,  United  States  Code,  is  amended  62  stat.  729. 
by  inserting  after  “Federal  Savings  and  Loan  Insurance  Corpora¬ 
tion,”  the  following:  “or  any  small  business  investment  company,”. 

Sec.  704.  Section  1006  of  title  18,  United  States  Code,  is  amended  62  stat.  750. 
by  inserting  after  “Federal  Savings  and  Loan  Insurance  Corporation,”  72  stat.  698. 
the  following:  “or  any  small  business  investment  company.”. _  /72  Stat.  699. 

Sec.  705.  Section  1014  of  title  18,  United  States  Code,  is  amended  62  stat.  752. 
by  inserting  after  “a  Federal  Reserve  bank,”  the  following:  “or  of 
a  small  business  investment  company,”. 

Approved  August  21 ,  1958. 
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